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Our geologists have been engaged in uranium exploration 
throughout the world for over 40 years. Their most recent disco- 
very is the rich Cigar Lake ore body in Canada. 

Our miners work in both underground and open-pit mines 
on every continent, making Cogema a leading supplier of uran- 
ium concentrate. 

The achievement of the world’s largest enrichment plant 
demonstrates the quality of our teams, especially in the opera- 
tions, process development, and engineering sectors. And they 
have been working on laser enrichment from the very beginning. 

Our broad nuclear fuel experience led us to invest in large 
nuclear fuel fabrication and assembly plants. In fact, we are 
already building facilities for the fabrication of recycled fuels. 

Our La Hague plant has reprocessed its 2,000 th tonne of 
spent fuel in 1987. This achievement proves our expertise in com- 
mercial reprocessing. 

. Forus, professionalism is the key toareliable and profitable 
nuclear industry, anda prerequisite for ensuring the good perfor- 
mance of our customers’ reactors. 

This professionalism is present in every step of the fuel 
cycle, both in products and services we provide. We apply this 
professionalism to a fully integrated company so our customers ` 


benefit from economies of scale, the only way to guarantee lower 


power generating costs. Today and tomorrow. 





COGEMA 


The major nuclear fuel company. 


2, rue Paul-Dautier. BP N° 4. 78141 Vélizy-Villacoublay France. . 
Tel. : 33 (1) 39.46.96.41 












s Feudal traditions hamper growth 
-Robin Bread and John Cavanagh proclaimed 
` the virtues Of raising productivity and redis- 
i tributing wealth as vital policy tools to realise 
- the stated goal of “increasing purchagere 
^ power* [THE 5TH COLUMN, 9 Feb.]. They 
-claimed that “only agrarian reform would 
~ begin to provide the surpluggs required for 
. consumption." Also, the enhancement of 
productivity, in large part due to the con- 
: struction of physical infrastructures, better 
- credit institutions, and improved marketing 
- channels, is a necessary condition to in- 
. creased buyigg power. However, there is 
nothing MA in this proposition: the inher- 
-ent logic behind alternative development 
policies does indeed adopt productivity en- 
hancement and wealth redistribution. 
Both policy strategies, however, con- 
-tradict significantly the recent historical 
experiences of some less-developed 
economies. For example, the Philippine 
Ministry of Agriculture granted hundreds of 
-thousands of certificates of land titles to farm 
_ tenants in the 1970s in pursuit of a decent 
- land reform programme. Despite the pre- 
. sence of a physical infrastructure — the visi- 
- ble manifestations of World Bank, Japanese, 
-and Australian development aid — and a 
. well-financed national farm credit program- 
_ me, a significant number of the certificates of 
: land title was essentially sold back by awar- 
: dees to former landowners. 
- A common characteristic of less-de- 
 veloped economies is the existence of 
. basically feudal traditions and institutions 
«handed down by generagons. Thus, it is 
- futile to construct a development logic while 
ignoring théfeudal manifestations that are 
masked in So-called modern institutions. 
. . Secondly, contra Broad and Cavanagh, 
. the newly industrialised countries (NICs) 
: model is still a dynamic paradigm in the 
: 1980s and, presumably, in the 1990s as well. 
Current NICs are beneficiaries of massive for- 
< eign investments from trade-surplus coun- 
. tries (for example, the US) in the 1970s. The 
. available foreign capital — redirected by the 
= world capital markets to potentially efficient 
“decision-makers — provided the much- 
. needed edge in international competition. 
- Massive foreign investments complemented 
. domestic savings in countries like Taiwan 
and South Korea, which are increasingly tak- 
ing the place of historically trade-surplus 
. Countries of the previous era. Today, these 
. trade-surplus countries need to allocate 
- their net income to, profitable invest- 
ments. 





gh the growing integration of the 
i E financial markets, much- 
d eedeg capital is readily accessible to those 
koda iod ecogomies that have iden- 
. tified soundly its growth potentials. The es- 
- sential key lies in the ability of les: 
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economies to raise domestic savings, to 
translate such savings into profitable domes- 
tic investments, to attract complementary 
capital, if needed, from abroad. 

Indeed, not much has changed in the 
basic plot of this international economic 
drama. 

VITO INOFERIO 





Refugees in Thai waters 

Although Sink or swim [23 Feb.] was among 
the more even-handed criticisms of Thai- 
land's handling of the Indochinese refugee 
problem, it nevertheless unfairly implicates 
the Thai Government in what are more likely 
random acts of violence against refugees 
committed by individuals acting of their own 
volition. 

The article opened with the claim that the 
government in Bangkok was responsible for 
pushoffs of Vietnamese boat. people, but 
later suggested that the southern provinces 
acted independently. Moreover, though it 
was argued that allegations that marine po- 
lice acted under "informal orders" to keep 
refugee arrivals to a minimum should be 
taken seriously, it was not at all dear from 
whom such orders emanated. 

In the absence of such information, it is 
hard to say that whatis alleged to be happen- 
ing rises to the level of a policy. If there is, in 
fact, no centrally orchestrated policy, it is dif- 
ficult to imagine how an informal conspiracy 
of this size against the boat people could be 
sustained. Of course, it could be that the acts 
were motivated by some kind of animus on 
the part of the Thais, but this would appear 
somewhat out of character, as wellas at odds 
with the Thai Government's good-faith ef- 
forts to normalise relations with its war-torn 
neighbours. 

The article further suggested that the 
Thai Government was tacitly suggesting to 
pirates that anything they did to prevent the 
boat people from arriving in Thailand would 
be in furtherance of government policy and 
therefore welcomed. The government has, 
in fact, been prosecuting the pirates vi- 
gorously. 

There are things that the Thai Govern- 
ment could be doing to assist refugees fur- 
ther, but this does not mean that it should 
be blamed for things for which it is clearly not 
responsible. 


Taipei 


Emperors as 'portable shrines' 

I refer to Bernard Wijedoru's letter headed 
Time to acquit Hirohito [2 Mar.]. It is often 
forgotten that unlike the European 
monarchs, who once enjoyed real power, 
the Japanese emperors rarely enjoyed any 
political authority. In theory they were di- 




























































LETTERS TO THE EDITOR 


vine, in practice they were only figurpheads 
used by others as sacred symbols to, 
legitimise their own powers. They were, ijf 
the words of Masao Maruyama, Japan's 
leading political scientist, "the portable 
shrines," held by the ruling cliques. 

During the 1930s until the end of the war, 
it was the army which controlled all levers of 
power. Even the prime minister had little 
control over the army. There was one minis; 
ter the prime minister could not dismiss: 
the minister of war. It was the army which 
provided a minister of war and which in- 
sisted on retaining that privilege. It was this 
practice which assured the army's domina- 
tion over the government, resulting in the 
Manchurian incident and the Chinese ad- 
venture. 


Jeremiah of the markets 
Thank you for letting Philip Bowring babble 
on about stockmarkets again in your 5 Janu- 
ary issue. He has become a crucial counter- 
indicator for my own stockmarket forecast- 
ing. It seems that every time he predicts a 
downturn the market rebounds with re- 
newed vigour. 

Now that he is bearish on stocks for 1989, | 
I have gone out and bought. Thank good-: 
nessIdid. The market went up immediately. 
Washington JON WORONOFF. 


> Woronoff is the author of japan: The coming 
economic crisis, published in 1979. | 
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Hotel rooms in China 

I am misquoted in Freeze on new projects as. 
glut looms [FOCUS, 16 Mar.] as saying:. 
“When all 75 projects [in Peking] are com- 
pleted . . . hotel rooms will almost double the 
present total of 220,000." The correct figure 
should be 22,000. 

Also, the article stated that the China 
World Trade Centre has 896 apartments. The 
correct figure is 448 apartments. ^ e 
Peking ANDREW NESS 
NEEE Bo — ——— eee 


Laos and ‘re-education’ camps 

In The road to reform [16 Feb.], it ig stated 
that recently released prisoners have re- 
ported that 235 inmates are still being held for 
“re-education” in Houa Phanh prof¥ince in 
Laos. 

Amnesty International has just released a 
list of 37 names of what appear to be the nie 
prisoners remaining for "re-education" 
that province. Three are held in Sop Hao 
prison; the rest are living under police au-: 
thority in the vicinity of the former Sop Pan; 
detention centre., : 
El Cerrito, California 
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trust in company 

4 number of Thai newspapers and reporters 
earn their livelihood through rumours and 
made-up stories without facts to back them 
up. Your farang bureau correspondent Paul 
‘Handley seems to have thoroughly assimi- 
lated this Thai habit. 

To put the matter in proper perspective 
concerning The Mutual Fund Co. (TMFC) 
-[SHROFF, 16 Mar.], we would like to inform 
-you that TMFC has never turned down a 
request made by an investor or reporter 
to meet staff members. Even impromptu 
visitors were never turned away. 

* Also, TMFC publishes the net asset values 
(NAVs) within the time limit stipulated by the 
Bank of Thailand. 

The article stated that “Thai investors do 
not trust the company.” TMFC has been in op- 
eration for 14 years and all our funds have 
been fully subscribed, if not heavily over- 
subscribed. We have currently 46,000 local 
unitholders. The Securities Exchange of 
Thailand (SET) estimated that there are ap- 
proximately 230,000 investors in Thailand, 
and thus our unitholders represent 20% of 
the local investors. 

Your correspondent also said that TMFC 
apparently put off a Japanese fund pro- 
posal by insisting on full control of buy 
and sell decisions — another piece of poor 
fiction. Neither I nor my assistant have 
ever been approached by any Japanese 
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ew panty à mentioned by yout  consepondent. 


As for his statement that "everyone 
knows when TMFCisin the market: hence the 
SET'S strong surge in January" — for the 
month of January SET's turnover amounted 
to Baht 16.70 billion (US$656.42 million) 
whereas TMEC’s figure for the same period 
was Baht 870 million (5.2% of SET's turnover) 
representing Baht 750 million in purchases 
and Baht 120 million in sales, a net buy of 
Baht 630 million (3.8% of the SET's turnover). 
The transactions were placed through 21 
brokers out of the SET's total o kers. 
Could we influence the sET with that kind of 
volume transaction? 

Also, regarding the table showing foreign 
funds in Thailand which appeared in WHERE 
TO PUT YOUR MONEY of 23 February, TMFC is 
not involved in any way with the Thai Invest- 
ment Fund. The Thai Prime Fund is traded in 


Singapore and London. Another poor piece 
of research! UDOM VICHAYABHAI 

Managing Director 
Bangkok The Mutual Fund Co. 


> Shroffs point was that NAVs are published 
late and infrequently, a poor service to investors 
who suffer from TMFC's monopolistic posi- 
tion. 

Shroff stands by the story of the Japanese fund 

— indeed, other funds, not all Japanese, have had 
similar e 

With 5% of turnover, TMFC's presence in the 
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marketplace is easily discerned. Indeed, it uses 


many brokers because it is abig buyer in a thin 
ket. * 

















ending islam through ‘eason ‘ : 
I the view of reviewer Chris Pognery [9 
Mar.] that The Satanic Verses is a clever book. 
In fact, it is m DOE rude and aggres- 
sive. 

But Islam is not so fragile and sensitive - 
that it cannot withstand fair questioning. All - 
Rushdie's allegations must be answered in- - 
telligently and intellectually. Islam does not ` 
need governments and armies to promote > 
and protect it; that should be leNYo individu- 
als and organisations. 2 
Singapore MOHD MANSOR RAHMAN » 


—————————————————————— P ERGY 


Massacre on Taft Avenue : 
In Arguing to the end [9 Mar.], your corres- . 
pondents stated: “The Cojuangco family of - 
Corazon Aquino had a relatively benign ex 
perience under the Japanese." What abou 
the savage massacre of so many innoceni 
people in “La Salle” on Taft Avenue at the 
end of World War II? Many members of the 
Cojuangco family died on that day. : 
Rome Fr GENE RINCHON OM. 
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don’t just dream about winning millions ! Like we say, '' to win it, you 
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Regional Affairs 


Twenty years after 
the introducti 

the supersoni 
Anglo-French 
Concorde, interest is 
wing in a new 
generation of 
supersonic aircraft. 
Planners in the US, 
Europe and Japan are 
looking at two 
projects reusable space plane made of 









-o yet-to-be-developed materials, and the 

= Orient Express, a high-speed airliner aimed 
|. atAsian-Pacific routes where passenger 

— loads are growing at more than 10% 

- annually. The development of exotic alloys 
< and composite metals and ceramics for such 
< aircraft, as technology correspondent Bob 


,Johnstone writes in FOCUS: NEW FRONTIERS IN 


^. TECHNOLOGY, will be concentrated in Japan, 

= Where scientists and engineers see flow-on 

^ "benefits for other industries such as car 

. manufacturing. Similarly, the Japanese are 

- . attheforefront of research into new 

^ ^ superconducting materials, biosensors and 

^. the next big electronic chip, the 
programmable gatearray. 41 


Cover illustration by Zoran Mekisic. 





South Korea: Politics 
President Roh cracks dgwn on military 
unease about his policies by sacking key 
generals «468 

+ 


== REY 
INTELLIGENCE 


Ports of Call 


A training vessel due to visit Hawaii in 
June will be the Chinese navy's first 
warship to pay a port visit to the US 
since 1949. Preceding this, a command 
ship of the US Seventh Fleet, probably 
the USS Blue Ridge, and two frigates, 
will visit Shanghai in May. The last 
time Chinese warships called at foreign 
ports was in 1986, when a flotilla visited 
a number of South Asian countries. 
The ġlawaii visit will be an important 
symbol of the state of Sino-US defence 
contacts, which in recent months have 
grown closer, wigh more cooperation in 
various fields, such as joint tank 


production. S 
& 





Rev. Moon Ik Hwan in Pyongyang (11). 


South Korea: Christians 

A Pyongyang visit by a dissident pastor 
highlights the increasingly active role of 
Christians in North-South dialogue 11 


Malaysia: Gambling 

Umno decides to curb the country's 
lucrative gambling industry in partial 
response to criticism from Muslims, who 
object on religious grounds. 12 


China: Parliament 
The parliament hears few new ideas from 
the leadership on education and other key 
problem areas, because the communist 
party appears divided on policies 13 
India: Centre-State Relations 
Unrest grows among states, especially 
those controlled by the opposition, at New 
Delhi's all-pervading powers over 
investment and taxation, and atits growing 
political interference in their affairs 19 


Revenge is Sweet 

The fuss in Washington over Japan’s 
planned new fighter aircraft, the FSx, is 
sweet revenge for one of its main 
opponents, Clyde Prestowitz. A former 
Commerce Department official who 
became famous for his book on the 
US-Japan relationship, Trading Places, 
Prestowitz was passed over for the job of 
US deputy trade representative. One 
reason was that the Japanese Government 
letitbe known that his appointment would 
have been unacceptable to them because he 
was regarded as strongly anti-Japanese. 


Educational Background 


Stanley Kalpage, an academic who served 
the administration of former Sri Lankan 
president Junius Jayewardene as secretary 
to the Ministry of Higher Education from 
1977-88, will be the country’s new high 
commissioner to India. Kalpage sought but 
was denied nomination by the ruling 
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' 
Soviet Union:Islam — O75 
Moscow casts a wary eye on neighbouring 
fundamentalist Muslims whoitfearsmay ` 
seek to spread their brand of Islam 24 


Malaysia: Sabah Politics 

As Sabah enjoys its calmest period in many - 
years, the main opposition party begins to" - 
split in order to woo different communities © 
and perhaps come together ina coalition for. 
the next state election 27 S 
Bangladesh: Opposition _ 

Defectors from the ruling party set up a 

new opposition grouping 28- 

Taiwan: Politics soe, 
Taipei's expulsion of an Irish priestsignalsa - 
new crackdown on internal dissent in the 
run-up to elections. 30 


Hongkong: Inquiry 
British MPs begin a probe into London's  : 
under Chinese sovereignty 32 | 


Indonesia : Dissent | | dia 
Studentsrevivetheirlong-dampened = 
activist role by adding their protests toland - 
disputes 34 ae 





Arts and Society 


Japan: Education 

Despite efforts to reform the education > 
system, students remain slavestoexam — 
hell 64 | 
Students scramble for places at university, 
where work comes second to play 70 








United National Party to run in the 
Colombo district in February's general 
election. This is largely attributed te 
tensions between the party and university 
students. Kalpage, who was also chairman 
of the University Grants Commissian, was 
considered by student activists to be 
unsympathetic to their demands 


Undermining the Fortress 
Already under siege from the US and 
Japan, "Fortress Europe," the protectionist 
entity which many fear the EC will develop 
into after 1992, is being undermined from 
within by a newly formed alliance called the 
Bruges Group. Taking its name frong the 
Belgian town where British Prime Minister 
Margaret Thatcher spoke out earlier this 
year against the concept of a federal 
Europe, the alliance of academics, 
businessmen and politicians aims to defeat 
the move towards an “interventionist, 
corporatist regime in Brussels” where the 








- China: Economy 

. As China struggles to carry out its austerity 
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EC is headquartered. Favouring maximum 
economic cooperation within Europe, the 
group nevertheless opposes moves 
towards political integration and is 
concerned about external issues of 1992 
such gs the threat of protectionism 
becoming a "significant force in Europe." 


Congr€ssional Worries 
During his recent trip 
to Washington, Prince 
Norodom Ranariddh, 
commander-in-chief 
of the Cambodian 
resistance army of his 
father Prince 
Norodom Sihanouk, 

. received strong 
support and 
E ue sone from 
. the US administration, including a 

d " 10-minute me€@ting with President George 
Bush. But Ranariddh was alarmed by signs 
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‘Indonesia: Industry 





Jakarta is weary of the country’s plywood 
cartel because of a short-sighted policy of 
jacking up prices by controlling supply 86 


South Pacific : Fishing Ps 


Overfishing by Taiwan and Japan in the 


South Pacific threatens that region's tuna 
fishing industry 89 

Taiwan: Currency 

Taipei adopts a more flexible exchange-rate 
policy 96 

Malaysia: Banking 

Bank Negara aims to tighten control over 
foreign banks. 96 

The country’s GDP growth rate reaches its 
highest level for 10 years 97 


Philippines : Currency 

Despite President Aquino's denials, 
Manila's recent pact with the IMF appears 
toinvolve a depreciation of the peso 98 
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of slackening support in the US Congress. 
In a report to his father, he said there 

was “a very dangerous trend, in the 
congress in particular, toward acceptance 


. of the [Hanoi-backed Phnom Penh regime] 


as the least evil compared to the 
[communist resistance faction of the] 
Khmer Rouge.” 


Wages of Sin 

The demonstrators who attacked the 
American Chamber of Commerce offices in 
Seoul on 22 March did a significant amount 
of damage, smashing computers, furniture 
and glass doors. The police added to the 
mayhem when they punched through a 
wall to evict the protesters, who were upset 
that a US-South Korean joint venture, 
which had recently gone bankrupt, had 
yet to pay them back wages. But the final 
insult for the Americans was the 
disappearance of a case of Johnnie Walker 
whisky, which they strongly suspect 
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the police carted off as a reward for their 
good work. Import of foreign whisky for 
general consumption is still prohibited in 
South Korea. A case of Bacardi rum went 
untouched. 


Agribusiness Listing 

Thai-based agribusiness giant Charoen 
Pokphand (CP) soon plans to apply fot a 

third Hongkong Stock Exchange listing. 
Conti-Chia Tai, a joint venture between 
US-based Continental Grain and CP 

subsidiary Chia Tai, which operates farms 

and feed mills in China's Guangdong 
province, willjoin C. P. Pokphand and Yue 
Hwa Chinese Products on the exchange if 
application is approved. While final AS 
percentages have not yet been worked out, ^... 
the Continental Grain Co. is expected to 

retain its 49% share in the joint venture, 

with the public's share tacome out of tf 

stake, which will likely be held by C. P. 


Fokphaeq. 


REGIONAL AFFAIRS 


SOUTH KOREA 1 


Roh cracks down on critics Right and Left 


Troubled transition 





By Shim Jae Hoonjp Seoule 


outh Korean President Roh Tae Woo 


has used an annual reshuffle of the 

top military command to weed out 

generals closely linked to former pre- 
sident Chun Doo Hwan and admonish army 
hardliners wo recently came out in criticism 
of Roh’s domestic political compromises and 
policies of détente towards communist coun- 
tries. 

Only a week before the 28 March military 
postings, which take effect in the new ad- 
ministrative year starting on 1 April, pro- 
tocol-conscious guests had shuffled in un- 
easy silence after Korean Military Academy 
(KMA) superintendent Lieut-Gen. Min 
Pyong Don, delivered a pointed slight by 
omitting the customary salute to Rohas head 
of state at the academy’s annual graduation 
ceremony on 21 March. The gesture, fol- 
. lowed by Min’s criticism of his former army 
colleague’s policies, appeared to symbolise 
increasing military disgruntlement with 
Roh. 

It was unclear whether Min’s KMA ad- 
dress, which described Roh's détente policy 
with the communist blocas “bizarre” and de- 
cried “certain social sectors misperceiving 
foes for friends in the chaos gf a value system 
dominated by delusion and confusion,” rep- 
resented his owfi view, or the sentiments of 
other generals. But the opposition parties 
were so puzzled by his action that Kim Dae 
Jung, president of the Peace and Democracy 
Party, at once urged an investigation. 

The incident closely followed another in- 
dication of military dissatisfaction over Roh's 
policies, the 14 March resignation of govern- 
ment administration minister Kim Yong 
Kap, a former senior official of the National 
Security Planning Agency (previously the 
KCIA) and a graduate of the KMA's Class 17. 

Kim, a retired colonel, has been an out- 
spoken critic of student agitation, viewing it 
as a leftist move to turn South Korea into a 
communist state. His resignation touched 
off speculation that the military was far from 
satisfied with Roh's March cancellation of his 
year-old election pledge on a referendum. 
For some time Kim has articulated the views 
of military hardliners demanding a severe 
crackdovgn on the radicalism they see 
spreading among students and workers. 

Roh's military reshuffle put Min into re- 
tiremerf while a strigg Of other senior-level 
retirements and postings seemed aimed at 
squashing any spread of criticism » rein- 


10 i 


forcing Rgh's grip on the military. Several of 
the generals temoved from sensitive posts 
were appointees and close allies of Chun, 
such as Lieut-Gen. Choi Pyong Uk who was 
retired from the Defence Security Com- 
mand, the military internal security agency 
from which Chun himself had sprung to 
power over 1979-80 after president Park 
Chung Hee’s assassination. 

The KMA episode in particular, erupted at 
a delicate moment in Roh's negotiation with 
the opposition over the resolution of respon- 
sibility for the slaughter of civilian protesters 
in the May 1980 incident in Kwangju during 
Chun's seizure of power, as well as a host of 
other scandalous cases stemming from 
Chun's administration. 

At a 10 March meeting with Kim Dae 
Jung, Roh was understood to have agreed 





Roh; Chung: new challenges. 


that Kwangju and other cases — including 
the prosecution of Chun's senior aides ac- 
cused of corruption and abuse of authority 
— had to bebrought to an end quickly so that 
the country could move ahead on more 
pressing issues of democratic reforms. 

In exchange for the opposition's help, 
Roh was reported to have agreed — though 
this is now disputed — to Kim's demand that 
the ruling Democratic Justice Party force the 
retirement of two national assembly legis- 
lators most notably connected with Chun's 
government: Chung Ho Young and Lee 
Won Joe. 

Chung, a former Special Forces com- 
mander and a KMA classmate of Chun and 
Roh, has come under pressure to assume the 
responsibility for brutality committed by his 
troops in Kwangju. Chung has said he can- 
not accept it, as his authority over his para- 
troopers had been transferred to the martial 
law command at the time of the bloodshed. 
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Lee, a former banker, has figured 
prominently in raising much of the ruling 
partys election campaign funds. Both. 
have refused to step down and Chung’s 
adamant position is expected to throw new 
challenges to the Roh government in the 
weeks to come. Chung has called for a new 
inquiry into Kwangju to establish which gen- 
eral should assume responsibility for the civi- 
lian killings. 

“Prosecuting Chung or forcing him to 
resign will only make him a political 
scapegoat,” said a retired military figure, and 
Chung himself has told the press that he will 
not allow himself to become “a scapegoat in 
the political deal as it will not lead to the solu- 
tion of Kwangju or any other problem.” 

Some analysts attribute Chung’s unusu- 
ally tough position to his strong influence 
over hardline generals, especially those from 
Kyongsang province. Generals from 
Kyongsang, home province of both Roh and 
Chun, occupy most top military positions, 
though Min is from Seoul. 


or the moment, Roh’s problems 
with his former military colleagues 
have overshadowed those with tra- 
ditional foes in the opposition, 
which have been stirred up by a controver- 
sial police directive allowing the use of M16 
automatic rifles to quell “uncontrollable” 
rioters. 

Coming within days of Roh’s decision to 
postpone indefinitely his election pledge to 
hold a referendum on his leadership, the di- 
rective was evidently aimed at discouraging 
a threatened renewal of protests by radical 
students and workers. 

It said that police would fire their M16s in 
“unavoidable” situations, meaningewhen 
“uncontrollable” mobs were using explo- 
sives or petrol bombs against poligg stations 
or other government buildings. Policemen in 
such situations would be authorised to issue 
three warning shots and, if these were ig- 
nored, might fire into the crowd but aiming 
at the legs of demonstrators. 

Such a policy seems fraught with danger, 
however, coming while South Korea is still 
attempting to resolve the bitterness of 
Kwangju, in which by the official count 
nearly 200 people were shot dead. Dissi- 
dents have claimed the death toll tobe much 
higher. 

Initial reports suggested that Roh might 
have been personally involVed in the con- 
troversial decision, but prosecutor-general 
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“had alae to do v 


th it and that the au- 
thorisation had never been debated at the 
presidential office. However, the police mea- 
sure could not have been taken without 
explicit approval from Lee Han Dong, the 


' hardline interior minister, retained from the 


Chun government. 

Given the fact that a large number of the 
Kwangju casualties resulted from the use of 
combat weapons, analysts said they thought 
the firing order would not be given unless 
“riots and demonstrations reached a serious 


proportion of revolutionary street fighting." 


Aare that Roh had ~ Most viewed the police decision more as a 





warning against potential rioters than as in- 
dicating any serious intent to use M16s to 
cope with demonstrations. The real purpose 
of the directive was thought to be to frighten 
potential demonstrators in April and May 
when students are expected to hit the streets 
again as the anniversaries of Kwangju and 
other student demonstrations approach. 
Opposition parties, newspaper edito- 
rials, and radicals were outraged by the di- 
rective. “This is in effect a blackmail to the 
people, a de facto declaration af martial law,” 
said Rev. Park Chong Ki, speaking for the 





SOUTH KOREA 2 


Church activists carry reunification messages 


A Christian dialogue 


araramis aaan n a aan AAA ee 


By Mark Clifford in Seoul 
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surprised and embarrassed South Ko- 
Az Government had a rude 

awakening over the Easter weekend 
when Radio Pyongyang reported that dissi- 
dent pastor Moon Ik Hwan had secretly 
travelled from Seoul to celebrate a service at 
the Pongsu Church in Pyongyang. But 


. Moon’s visit was only the most dramatic sign 
' of what has become a growing movement 


for reunification among Korean and interna- 
tional Christian groups. 

Radio Pyongyang reported that on arrival 
Moon said: “Thave along-cherished desire to 
have a frank discussion of the future of our 
people with Kim Il Sung, whom 1 respect." 
Moon was accompanied by Chung Kyong 
Mo, a pro-Pyongyang Korean who is a resi- 
dent of Japan, and a third person who Seoul 
officials said they thought was Hwang Sok 


. Young, a well-known South Korean dissi- 


dent novelist. 

Government prosecutors in Seoul con- 
vened an emergency Easter Sunday meeting 
and subsequently told local reporters that 
they v would investigate Moon on charges of 
violating Article 6 of the National Security 
Law, which carries a maximum 15-year jail 
sentence. 

But dissidents say there is growing gov- 


. emment acceptance that the reunification 


issue Cannot be monopolised by the state. 

They cite recent events, such as the showing 
of videotapes of North Korean church ser- 
vices, as indicative of a big change froma few 
years ago, when religious and secular ac- 


__ tivistsin the South who pressed for reunifica- 
.. tion were harassed and occasionally jailed, as 
< the 70-year-old Moon had been. 
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"Reaction in Seoul to Moon's trip was 
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Jung supported the trip as being in line with 
President Roh Tae Woo's 7 July 1988 policy 
statement that North Korea was nolongeran 
enemy. 

Since 1982, Protestant groups have been 
actively involved in encouraging dialogue 
between the two Koreas. A meeting sche- 
duled for 23-26 April in Chevy Chase, on the 
outskirts of Washington, is expected to see 
North and South Korean Christians meeting 
for the first time in the US. 

Visas are expected to be issued to four 
North Koreans who have been invited to at- 
tend the conference, which will also be at- 
tended by about six South Koreans, US State 
Department officials say. They will be only 
the second group of North Koreans to visit 
the US since Washington lifted a ban on 
North Korean visitors in October 1988. Al- 
though these are small steps, they would 
have been unthinkable even two years ago. 

Moreover, there are unconfirmed reports 
that Pope John Paul II hopes to combine a 
visit to Pyongyang with his trip to Seoul on5- 
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‘National Council of | Churches, an activ 





arm of Christian churches in South K 
Kim Chae Chon, spokesman of the‘op 
tion Reunification and Democracy Party 
Kim Young Sam, commented that "this sor 
of decision cannot be justified under any 
cause . . . it should be immediately wi 
drawn." 

Politically, the police def sion could 

t have come at a more awkward momen 
for Roh, as he faces pressure from both thi 
leftist opposition and the military hardliners 
in steering hf course @f democratic transi 
tion. 


8 October. Shortly before Moon's visit to- 
Pyongyang, South Korea's Yonhap news- : 
agency reported from London that North 
Korea sent a five-member delegation to the : 
Vatican in Easter 1988 to invite the pope to - 
Pyongyang. Two South Korean priests were " 
sent to Pyongyang as papal envoys late last 
year. They reportedly brought back video- 
tapes of Catholic services in Pyongyang - 
which convinced South Korea's Cardinal: 
Stephan Kim thatthere were true believers: i 
the North. 

North Korean authorities are — 
relying on Christian channels as one way « 
engaging in dialogue with South Korea an 
foreign countries, especially the US. Eleve 
South Korean and seven North Korean 
Christians met in Glion, Switzerland, i 
November 1988, in one of the few inter-K 
rean dialogues away from the truce villageo 
Panmunjom. : 

Pyongyang claims that there are abou 
10,000 Christians in the country, most o 
whom worship in one of roughly 500 home 
churches. Believers are said to be over 
whelmingly Pr&testant, with perhaps onl 
800 Catholics. About 60% are women,” 
mostly in their 50s and 60s. œ 

North Korea announced late in 1988 tha 
it had constructed the country’s firs 
churches, a Catholic and a Protestan 
church. James Kim, the editor of the pro- 
Pyongyang newspaper People’s Korea i 
Tokyo, recently forwarded an article to th 
REVIEW which quoted a North Korean Chris 
tian as saying that “the government tells us: 
to do something to achieve reunification as. 
Christians." ai 

North Korean officials also have allowed. 
foreign observers to record church services. 
A group of Canadian Christians stopped in. 
Seoul in November 1988 after visiting North 
Korea, bringing with them videotapes of 
North Korean services. The footage has been. 
edited into a 35-minute film which is being. 
shown to church groups around South ‘ 
Korea, i 

The tape includes a prayer in ge th 
























Sung, who allowed us s to build this church 
The prayer continues with a call to letthe go 
pel come to Pyongyafg and to "let Pyong- 
yang gecome the New Jerusalem.” 
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MALAYSIA 


Umno promises Muslims it will curb some gambling 


Over the odds 


By Suhaini Aznam and Nick Seaward 
in Kuala Lumpur 


gion, forbids gambling among its fol- 

lowers, Malaysian punters of any 
stripe can bet at three racecourses, make or 
lose a small fortune at the Genting Casino 
and, since the 1950s, invest their hopes and 
hard-earned dollars in government-licensed 
lotteries. 

However, the contradiction is not lost on 
the new United Malays National Organisa- 
tion, or Umno (Baru) — the dominant party 
of the ruling National Front coalition — and 
on 3 March, Deputy Prime Minister Abdul 
Ghafar Baba assured the party’s supreme 
council that the government would move to 
curb gambling. 

While there is no federal ban on Muslims 
betting on horses or the lotteries (the govern- 
ment runs the oldest of these, the Social Wel- 
fare Lottery, established in 1950), Muslims 
are barred from the Genting Casino in 
Pahang by order of the Sultan of Pahang, 
who is the state’s religious leader. The Gent- 
ing Casino, which draws mainly non-Mus- 
lim Malaysians and Singaporeans, is 
Malaysia’s only such gambling establish- 
ment. 

Gambling is a lucrative business, and 
licensed operators are among Malaysia's top 
taxpayers. Magnum Corp., Sne of the coun- 
try’s three big gambling companies, told the 
Business Times recently that it pays 27% of its 
turnover in gaming tax — in addition to 40% 
of its profits in income tax. Meanwhile, po- 
lice estimate that M$5 billion (US$1.8 billion) 
changes hands in illegal gambling each year. 

The opposition Parti Islam and other Is- 
lamic purists have often asked why a Mus- 
lim-led government allows gambling, but 
their voices have fallen on deaf ears — until 
now. Ghafar’s recent announcement on the 
subject came after three weeks of intense 
anti-gambling campaigns published in the 
Utusan Malaysia, an Umno-owned daily 
newspaper known for keeping an even hand 
between political factions, unlike the Umno- 
owned New Straits Times Press group of 
publications, which are closely identified 
with Finance Minister Datuk Daim Zainud- 
din and his allies. 

Although never actually named, the cam- 
paigners target was, ultimately, Daim, who 
is responsible for issuing gambling licences 
and whose nominees and business allies 
managgtiit least three gambling companies. 

On7 March, Daim announced a freeze on 
new gambling licénces, a withdrawal gf 70% 


Ithough Islame Malaysff s official reli- 
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of existing slot machine licences and stricter 
controls on private lottery draws. His deputy 
told parliament that Daim would announce 
the governmant's policy on gambling soon. 

Alfhough the main thrust of Daim's 
crackdown is aimed at slot machine opera- 
tions, the explosion of gambling activity that 
seems to have brought the issue to a head has 
taken place in the lottery business, where an 
Umno-controlled company has launched 
one of the two new lotteries now competing 
directly with the federal government's popu- 
lar Social Welfare Lottery. 

Through a network of business alliances, 
nominees and front companies, Umno has 
built up a strong presence in the gambling 
business over the past few years. This pre- 
sence is centred on two publicly listed com- 
panies, Ayer Hitam Tin Dredging Malaysia 
and Sports Toto. The formeris run by Daim's 


~é F. 
Daim: target of campaigners. 





nominees and the latter is linked by cross- 
holdings to companies owned by Umno’sin- 
vestment holding company, Fleet Group. 

Ayer Hitam ownsa 51% stake in Daimaju 
Enterprise, which in turn effectively holds 
an 80% stake in Sababumi (Sandakan). 
Another Umno nominee-controlled com- 
pany, Aokam Tin, which has a 22% holding 
in Ayer Hitam, also holds a 25% stake in 
Daimaju. Sababumi holds the exclusive 
rights to operate three and four-digit lotteries 
in Sabah, together with on and off-course 
betting on horse races. Itis also selling tickets 
for a Sabah Sweepstakes, with a top prize of 
M$2 million — half a million higher than the 
Social Welfare Lottery. 

In astatement by its chairman, Mohamad 
Noor Mohamad Dom, Ayer Hitam said it ex- 
pects a profit of M$12 million a year from the 
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Sabah operations. However, Sandakan does 
not even have a racecourse yet. 

Sababumi started construction -of a 
racecourse in October 1988. The project is 
now way behind schedule, and few people 
in Sandakan are even aware of the impend- 
ing advent of horse racing in their town — let 
alone the intended location. Vincent Tan See 
Yin — a Kuala Lumpur-based entrepreneur 
who has been advising Ayer Hitam on its di- 
versification plans — has been telling invest- 
ors that completion is expected soon. 

The construction of the racecourse is cru- 
cial to Ayer Hitam as it exploits a loophole 


through which the company gains access to* 


the lottery market. It emerged in parliament 
recently that only two types of lotteries are 
permitted in Malaysia: the Social Welfare 
Lottery, administered by the Social and Wel- 
fare Services Board Act; and sweepstakes lot- 
teries organised by Malaysian horse-racing 
clubs and administered by the Racing Club 
(Public Sweepstake) Act, 1965. However, 
due to a quirk of history, the federal govern- 
ment currently has no controls over the set- 
ting up of turf clubs in Sabah or Sarawak. 

Another company, Ascot Sports, is 
operating three off-course betting shops in 
the Kuala Lumpur area but does not have a 
racecourse in Malaysia — either completed 
or under construction. Ascot is a joint ven- 
ture between Vincent Tan Chee Yioun (no 
relation to the other Vincent Tan) and Grand 
Metropolitan International Racing of Britain, 
and uses British and Australian horse races 
as its betting medium. On 7 March, Daim an- 
nounced that Ascot would not be permitted 
to open any new outlets. 

Tan, along-time Daim ally, is the ultimate 
controling shareholder of Sports Toto 
Malaysia, which holds a licence to run a 
numbers game, on condition that it pays a 
3% royalty and turns over 10% of its annual 
pre-tax profits to the National Sports Coun- 
cil. The company was privatised by the gov- 
ernment in 1985 and taken public in 1987, at 
which stage it was the fastest-growing 
gambling operation in the country. 

In February, Sports Toto belatedly re- 
vealed that it had acquired a 4.3376 stake in 
Magnum Corp. in late 1988. Magnum runs 
the largest four-digit operation in the country 
and is controlled by the investment arm of 
Umno's main National Front partger — the 
Malaysian Chinese Association. Together, 
Magnum and Sports Toto have an annual 
turnover estimated at about M$800 million. 

All eyes are now on licensed tasino 
operator Genting to see which lucky 
bumiputra (indigenous Malaysian, mainly 
Malay) investor gets chosen to purchase a 
30% share in Genting’s gaming and resort- 
based division. This division traditionally ac- 
counts for around 75% of Genting’s profits, 
which last year came to M$219.8 million on a 
turnover of M$480.7 million. Cynical invest- 
ors are saying openly that a share of these 
profits will be too much of a prize for Umno 
to resist. = 
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CHINA 


Leaders dampen down debate on key problems 


Avoiding th 








By Robert Delfs in Peking 


he hollowness at the centre of this 
| year's annual parliamentary exercise 
in China was only emphasised by 
news of the extraordinary competitive elec- 
tions in the Soviet Union. The Soviet elec- 
tion, coming after recent moves to establish 
multiparty politics in Hungary and Poland, 
has put additional stress on China's official 
defence of its authoritarian one-party Marx- 
ist politics — that it would be inappropriate 
mechanically to copy "Western" political 
systems. 

“The situation in China is different than in 
the Soviet Union, and it is impossible to use a 
single ‘prescription’ in both cases,” Foreign 
Minister Qian Qichen explained on 27 
March. “China’s situation is completely dif- 
ferent from Eastern European countries in 
terms of history, culture, ideology and geo- 
politics,” General Secretary Zhao Ziyang 
was reported as saying at a recent internal 
party meeting. 

“We must uphold carrying out political 
reform, but we must also follow our own 
road according to China's conditions . . . and 
perfect the system of political cooperation 
and consultation among different parties 
under the leadership of the communist party 
. . . We must proceed gradually, planting 
each step firmly, not taking a big step and 
then having to retreat." 

Zhao's statement suggests support for 
democratic reforms exists even within the 
party leadership, as well as among the 
party's well-known liberal critics. But it is 
clear that the only steps towards democracy 
for now will be small ones indeed. 

China is generally acknowleged to be fac- 
ing far more serious problems than was ap- 
parent a year ago. Despite this — or rather 
because of it — there has been less open criti- 
cism by delegates than at last year's National 
People's Ggngress (NPC) session. 

But there have been some pointed re- 
marks. Xie Ranhao wrote in the Economic 
Daily on 28 March that delegates were ask- 
ing: "Why is there only one voice giving or- 
ders, only one swarm of bees, only ‘one uni- 
form cut’ in policy?" Wu Disheng, mayor of 
Shenyang in Liaoning province, stated that 
the “impatience for quick results" — cited by 
Premier Li Peng in his government work re- 
port as one of the key mistakes of the 
leaderhip last year — “has its roots in a deci- 
sion-making method which lacks scientific 
and democratic basis." 

A Zhejiang teacher, Wu Yaying, won- 
dered why the proposals for stabilising 
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prices put forward at last year's NPC session 
were replaced a few months later by an am- 
bitious price reform proposal "decided by a 
few officials." (The proposal was adopted 
last May by the 17-man politburo.) 

There has also been defence of high- 
growth coastal regions and the special eco- 
nomic zones (SEZ). Guangdong governor Ye 
Xuanping was reported to have asked for the 
policies of relaxation and decentralisation to 
be continued. Guangdong's processing in- 
dustries did not compete with interior enter- 
prises either for raw materials or domestic 
markets so they should not be subject to the 
national curbs on the overall scale of invest- 
ment, he said. 

This theme was echoed by Vice-Premier 
Tian Jiyun, who told Guangdong sEZ dele- 
gates that while the zones must observe the 
austerity programme, there should be no at- 
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Peking classroom: education in crisis. 


tempt to “rob the rich to help the poor” or 
make the fast-developing regions wait for 
the slow ones. The opening-up policy 
should not be halted just because of the 
growing gap between coastal regions and 
the interior, Tian said. "If the SEZs are subject 
to a ‘single blade cut’ [uniform policy], then 
10 years of work at opening up could come to 
nothing.” 

New policies towards education were 
also supposed to be a central theme of the 
NPC session. China’s educational crisis and 
the poor treatment of intellectuals were 
pivotal subjects at last year’s much livelier 
parliament, and paramount leader Deng 
Xiaoping told visiting Ugandan President 
Yoweri Museveni on 23 March that “our 
biggest mistake over the past 10 years has 
been insufficient development of education.” 
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A long-term comprehensive plan for edu- 
cational development and reform is said to 
have already gone through eight successive 
drafts in the course of a year’s discussion and 
debate within the leadership. But in a press 
conference on 24 March, State Education 
Commission Minister Li Tieying gave no in- 
dication of what the contents might actually 
be eo the short term, educational spending 
has been increased by 10% to Rmb 29.9 bil- 
lion (US$8.1 billion) in next year's budget 
and additional increases in wages and sub- 
sidies will bring the tot® increase in educa- 
tional spending to Rmb 5 billion. 

One theory is that the party leadership re- 
mains split over who is responsible for the 
past failures in education and what is to be 
done now. Theissue touches on some crucial 
aspects of centralisation and government 
financing, and may involve implicit criticism 
of certain individual leaders, including Li 
Peng, who headed the State Education Com- 
mission since its founding in 1985 until Li 
Tieying took over last year, and Zhao — who 
was premier from 1980 to 1987. 

It is believed that a plenary session of the 
party central committee had originally been 
scheduled prior to the NPC to adopt a new 
party platform on educational policy, and 
ay au rm 
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also to discuss the draft of Li Peng's govern- 
ment work report, but this has now been 
postponed until April. 

The failure to convene a plenum suggests 
the possibility of serious differences over po- 
licy, either among the top leadership itself, or 
perhaps between the top party leadership 
and the broader membership of the central 
committee, or both. 

This would explain both the absence of 
new ideas in the reports by Li Peng and other 
state leaders and the apparent reluctance 
among even NPC delegates to take a clear 
stance on current issues. "Nobody wants to 
give the wrong signal," one indes said. 
"Everybody is waiting for the party plenum 
to find out the real tune.” This is a holl@w NPC 


session because the party could not agree on 
what ee into it. í a 
Y 13 
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Indonesia and Singapore 
enhance defence ties 


> Indonesia and Singapore signed a 
memorandum of understanding on 23 
March govétning defence cooperation 
between the two countries. Described by 9 
Indonesian armed forces commander Gen. 
Try Sutrisnoasa “milestone,” the agreement 
covers joint exercises on landi[ind in the air. 
The same week, the two countries 
inaugurated an air-weapons range in North 
Sumatra for joint use by the Indonesian and 
Singaporean air forces. Singaporean land 
forces will hold exercises in the Baturaja 
training area in South Sumatra. 


Bangladesh carries out 


cabinet reshuffle 


> The move from the Agriculture to the 
Home Ministry of Maj.-Gen. Mahmudul 
Hasan in Bangladesh's late March cabinet 
reshuffle has fuelled rumours of a mid-term 
poll. Hasan held the post during the 1986 
parliamentary election. However, other 
sources suggested the changes were a 
victory for a group within the government 
which wanted to enhance the role in cabinet 
of armed forces members known to be 
incorruptible. There were only three other 
ministers involved in the reshuffle. 


Indian Government releases 
Gandhi killing report 

> The Indian Government has presented to 
parliament the report of a commission 
which investigated the 198#assassination of 
prime minister ndira Gandhi. Earlier 
reluctance tp making it public had led to 
rowdy debates and the suspension of almost 
the entire parliamentary opposition for 
several days. The opposition alleges the 
government has withheld almost 75% of the 
report and suspects the involvement in the 
murder of both foreign agencies and 
Gandhi's special assistant, R. K. Dhawan, 
who recently assumed the same position for 
her son and successor, Rajiv. A full debate 
on the report has been promised. 


Laos holds first national 
polls since 1975 


> Communist Laos held its first national 
elections on 26 March, to the 79-seat Laos 
Supreme People’s Assembly, but these were 
described by one Western diplomat in 
Vientiane as “only an election in name.” 
Only 47% of the electorate was thought to 
have voted for the 121 candidates. And 
while there has been speculation that old 
guard efficials soon will.step down and 
younger leaders move up, party leader and 
Premier Kaysone Phomvihan, whose 
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headed the government since 1975, was 
expected to remain dominant. An initial task 
of the new assembly — previously hand- 
picked — will be to ratify the country's first 
constitution since the communist takeover 
and oversee changes toa foreign investment 
code introduced in 1988. 


Second Japanese official 
charged over Recruit 


> Former Japanese vice-minister of 
education, Kunio Takaishi, has become the 
second top bureaucrat to be arrested in 
connection with the Recruit affair. A former 
vice-minister of labour, Takashi Kato, has 
already been indicted on bribery charges. 
Takaishi bought 10,000 pre-listed shares in 
Recruit Cosmos, the Recruit group’s real 
estate subsidiary, in September 1986 with a 
loan provided by First Finance Co., another 
member of the group. 


ocial indicators 


“Working age population 15-64 years. 00000 
Source: World Development Report 1987 


Taiwan judges resign 

over official pressure 

> Four judges of the Hsinchu District Court 
in Taiwan resigned following the acquittal 
on 23 March of a top Judicial Yuan official 
Wu Tien-hui who wasindicted on charges of 
trying to influence a judge in a case his wife 
Su Kang was defending (REVIEW, 9 Mar.). 
However, his wife was sentenced to 16 
months in jail on the charges. The four 
judges were joined in their resignation by 
three Bureau of Investigation investigators 
and a prosecutor. 


Philippines holds 

local elections 

> Filipinos went to the polls on 28 March to 
elect barangay councils, the lowest 
administrative unit in the country's political 
structure. The full results of the elections, the 
first at this level since 1982, were not 
expected to be known for several days, but 
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President Corazon Aquino said pro- 
communist candidates would be permitted 
to hold office if they were elected legitimately 
and agreed to abide by the laws. At stake 
were 287,945 council posts in 41,135 
barangays across the nation. 


Obstacles remain in 
Sino-Soviet relations 


> The “three major 
obstacles” to 
normalisation of 
relations between 
China and the Soviet 
Union still have not 
been completely 
removed, Chinese 
Foreign Minister Qian 
Qichen told a press 
conference on 28 
March. “The Cambodian problem is still 

a matter for serious discussion among 

the two sides,” Qian said. “There will 

still be a stretch of road to go, even after 
normalisation of Sino-Soviet relations, 
before the obstacles have been completely 
removed.” 





China confiscates Hongkong 
human-rights petitions 

> Chinese customs officials confiscated 
petitions containing more than 24,000 
signatures from Hongkong and overseas 
people supporting demands for the release 
of political prisoners in China, froma 
Hongkong delegation at Tianjin airport on 
28 March, calling the petition “propaganda.” 


Australian minister resigns 
over airport conflict 

»> Australian Labor Party MP Gary Punch 
resigned as minister of telecommunications 
and aviation support in Prime Minister Bob 
Hawke's government because of a conflict 
over plans to extend Sydney airport. Punch 
said he was keeping faith with voters, 

in his electorate, which borders the 

airport (see PUBLIC EYE). e 


Nepal fears shortages 
over Indian treaty trouble . 


»> As negotiations on renewing the 
Indo-Nepal trade and transit treaties stalled, 
Nepal feared a shortage of essential supplies 
at the end of March and began rationing fuel. 
While keeping open only two of the 15 
border crossings into land-locked Nepal, 
India maintained that supply of essential 
commodities to that country — worth some 
Rs 500 million (US$32.2 million) for 1989 — 
will not be affected, though i$ will have to be 
paid for in hard currency. 
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Swissair customer portrait 16; Toh Sou Pin,yWViolinist in Singapore, by Alberto Venzago. 
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Risk control f 


When you ship $1.2 billion worth of 
bananas worldwide, a small flip in currency 
exchange rates can make a big difference in profits. 

Chiquita, like a lot oF Wm companies, 
gets a good grip on those risks with options on 
cyrrency futures at the Chicago Mercantile 
Exchange. Hedging Deutschemarks, Pound 
Sterling and Yen, Chiquita has successfully 
guarded against financial bruising for years. 

The CME lists both futures and options 
on Yen, Deutschemarks, Swiss Francs, Pound 
Sterling and Australian and Canadian dollars. 

Eighty percent of all exchange-traded 
currency worldwide is traded at the CME. So 
Chiquita finds it easy to slip in and out of 
currency options quickly. And when the 
GLOBEX" electronic trading system comes 
on-line, it will be possible to trade CME 
currency futures and options 
just about 24 hours 
a day. 
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nal earnings from being 
irrency fluctuations, look 
d options at the Chicago 
Mercantile Exchange. We help smart businesses 
manage risk. 
fim CHICAGO 
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1-800-331-3332 (US) 01-920-0722 (Europe) 03-595-2251 (Pacific) 
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States grow restless as the centre's grip tightens 


Delhi's diktat 


m ——————M—O————P'—— M 


E —————————— án EE 


ndia's political structure may be federal 
I in form, buta sizeable number of intellec- 

tuals as well as opposition politicians 
claim it is more unitary in character. The 
power of the Congress party’s central gov- 
ernment is so all-pervading that it is blamed 
for most national maladies, including region- 
al disparities in economic development 
which fuel separatist tendencies and grow- 
ing parochialism. 

Even states with Congress governments 
are restless, unhappy that they have to de- 
pend so much on New Delhi for finance, 
being unable to raise additional revenues for 
their own projects. But there is no sign that 
New Delhi will grant its 25 states more au- 
tonomy — so far it has ignored the recom- 
mendations of the commission set up to look 
into centre-state relations. 

India has long debated the issue of 
state autonomy vs a strong centre. Even 
though the steady growth of parochialism, 
particularly in the non-Hindi areas, has been 
put down to a number of causes ranging 
from a steady deterioration in political man- 
agement to an over-centralisation of power 
with New Delhi, most Indians, especially 
those of the politically dominant Hindi- 
speaking heartland, are wary of giving the 
states more power. 

When India was a British colony, the 
Congress and its allies in the agitation for in- 
dependence had condemned the 1935 Gov- 
ernment of India Act, passed by the British 
Parliament, which concentrated much 
power in the hands of the viceroy. At that 
time, the Congress envisioned a federal 
structure for an independent India in which 
the states would get the widest possible au- 
tonomy, would have all the powers not spec- 
ifically assigned to the centre for preserving 
India's unity and would join together to form 
a voluntary union rather than a sovereign 

monolithic India with the states being merely 
administrative units. 

But when the present constitution of 
India was adopted in 1950, three years after 
independence, the Congress had changed 
its mind. Under it, the British viceroy's awe- 
some powers were transferred to the central 
government in New Delhi. 

At first, the states did not appear unduly 
affected by this. But the 1967 general election 
indicated growing resentment. Some politi- 
cans argued that too much power at the 
centre. encouraged the growth of au- 
thoritarianismfand that it was unfair to assign 
the states obligations and duties without 
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commensurate financial, administrative and 
legal powers. The then prime minister, In- 
dira Gandhi, did not share this view, and 
during her regime state parochialism stead- 
ily grew. Her son and successor, Rajiv, also 
does not see the need for constitutional 
change. 

Under the constitution, government 
power is set out in three separate lists: that 
which is with the centre, that which is con- 
current (is shared by centre and states) and 
that which is with the states. The central list 
gives New Delhi the power toimpose any tax 
it may desire, except on agriculture, distil- 
leries and a few other items. It also says that 
any power to tax not mentioned in the con- 
current and states lists lies with the centre. 

In the vast concurrent list, any central 
legislation takes precedence over state laws. 


On other pages 


E States seek larger share of tax income: 
.20. Too-political governorsunder — 
2 fire: 20. i. 





Besides, the states are required to abide by 
any directive or order made by the centre on 
any subject of national importance, which 
can only be determined by the centre. 

Additionally, the centre has total control 
of almost all the economic resources of the 
nation and states consequently often find 
themselves desperately trying to think up 
ways to find funds for their programmes. 
Kerala's communist government recently 
found itself in an ideological bind by trying to 
send party cadres to pose as pious Hindus in 
order to take control of the management 
committees of rich temples so as to divert 
funds into areas that normally should be fi- 
nanced by the state. 

The centre has the power, often used ar- 
bitrarily, to suspend or dismiss elected state 
legislatures and force out state governments. 
Besides, parties which use parochial senti- 
ments to defeat the Congress in state elec- 
tions find themselves unable to make good 
their election pledges because the power of 
state governments is severely limited. 

New Delhi strives to deprive them of 
even the minor political patronage necessary 
for consolidation of their power. For in- 
stance, though education is largely a state 
matter, state governors, who are appointed 
by New Delhi, are chancellors of universities 
in their states and sometimes intervene in 
higher education appointments. 

Radio and television are also controlled 
exclusively by the centre and are used to par- 
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tisan ends. States have not yet been allowe 
to set up their own commercial banks, me 
of which are nationalised. 

The non-Congress ruled states complain 
of lack of investment in power-generating 
facilities and the shortage of electricity sw 
ply, thus discouraging prospective inves 
ors. They also claim that New Dglhi discrimi 
ngtes against them in the granting of indu 
trial licences controlled by the centre, whic 
alone also decides the location of all maj 
public-sector projects. The states do not have 
an independent mean#6f starting their own 
projects, even if they were allowed to do so, 
for they are not allowed to raise foreign loans 
and have an adequate share in the loans 
raised by the centre in the internal market. 

More important, these states frequently 
complain that New Delhi ignages their des- 
perate requests for supplies of such essential 
items as foodgrains, edible oil, cooking fuel, 
steel and cement, and petroleum products 
during emergencies. New Delhi, which con- 
trols the supply of these items, either denies 
the allegations or explains them away. ^ 

The complaints multiplied and the 
parochialism became so marked during, the 
last years of Mrs Gandhi's administration be- 
fore her assassination in 1984, that New 
Delhi was forced to act, especially after the 
Congress was defeated in the states of 
Andhra Pradesh and Karnataka and eveni 
the Hindi heartland of Haryana, bordering 
New Delhi. 

New Delhi appointed a three-man com- 
mission headed by Supreme Court Judge 
Ranjit Singh Sarkaria to look into centre-state. 
relations and make recommendations. After 
talking to chief ministers and other poli 
cians, the commission submitted in Januat 
1988 a 4,900-page report listing 247 recom 
mendations. Gandhi promised it would be 
debated in parliament, bu? since then ap- 
pears to have forgotten about it* 


T he Sarkaria report disappointed th à 








who thought it would recommend 

state autonomy. It advocated instead 
a strong centre "to preserve the unity and in- 
tegrity of the country," thus rejecting the ar- 
guments of some that strong states were not 
incompatible with a strong centre. 

The report argued that the constitution 
was basically sound and needed no struc- 
tural change. But it did suggest that two arti- 
cles in the constitution be amended: the first 
to prevent the arbitrary dismissal of state 
governments, and the second to provide for 
a more equitable sharing of taxes. 

It also suggested the development of “a 
firm convention" in dealing fairly with all 
areas such as centre-state relations in legisla- 
tive, executive and administrative spheres; 
the role of the state governors; deployment 
of armed forces; financial affairs; economic 
and social planning; inter-state commerce; 
mass media; the states’ natural rétources, 
and inter-state disputes. 

The report proposed that the centre 

* 









stitutional provision for the creation of an 
inter-state council to deal with all inter-state 
matters. Another recommendation was the 
. strengthening of the existing National Deve- 
. lopment Council, which only meets to ap- 
. prove five-year plans, by converting it into a 
. national economic council that could meet at 
: least twice a year to review the implementa- 
tion of the plans and take up matters of 
. mutual economic interest to both the states 
- and the centre. 
~The Sarkaria repett preserffs a sound out- 
¿= line for centre-states relations at least in the 
_.. short term. The commission seems to have 
. concluded that the constitutional formula of 
. power-sharing would not have been dis- 
<= puted if New Delhi had been sensitive to the 
... foremost concerns of the states. 
^. ^ Despite the reasonable recommenda- 
^- tonsofthe commission, New Delhi has con- 
^. tinued to pay little heed to the states’ needsin 
~ matters such as consultation on the appoint- 
ment of judges to state high courts and meet- 
-ing overdrafts by state treasuries. State gov- 
< ernments, perennially short of funds, de- 
. pend on the central bank for overdrafts to 
- meet routine recurrent expenditure. There 
- have also been inordinate delays in presiden- 
tial approval for the laws passed by some 
: state legislatures. Critics allege that some of 
. these measures are used by Congressmen to 
-~ destabilise non-Congress states. 
However, even with Gandhi's current 

























— ingly difficult to keep the Congress-ruled 
^... States in line. If the Congress’ parliamentary 
_ majority is reduced in the general election, 

~~ duethis year,even the Congress-ruled states 
ee are bound to demand more autonomy. 8 
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States seek larger share of tax income 


How over revenue 


ew Delhií's power over provincial 
N purse-strings is the major item in the 

states’ list of complaints about rela- 
tions with the central government — and 
one which cuts across party lines. The furore 
has reached the point where critics claim that 
the dependence of certain states upon the 
centre has become absolute as a result of the 
erosion of their constitutional powers to raise 
revenues. The states argue that while their 


joint annual expenditure equals that of the. 


centre, New Delhi keeps about 75% of the 
total national revenue. 

State chief ministers who do not belong to 
the ruling Congress party, like Andhra 
Pradesh’s N. T. Rama Rao, are far more vocal 
on the issue than their counterparts who are 
dictated to by Prime Minister Rajiv Gandhi 
and the Congress high command. Speaking 
for his non-Congress colleagues, Rama Rao 
argued on 9 February during the most recent 
conference between chief ministers and the 
central government on financial matters that 
the prevailing situation had put relations 
under a severe enough strain to pose a "seri- 
ous threat to our federalism.” 

For years, New Delhi's resource mobilisa- 
tion effort has been kept free in key areas 
from the constitutional obligation to share 
the revenue raised with the states. Corporate 
tax, which formerly — like income tax — had 
to be shared, now has been separated out. 
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While corporate tax revenues increased from 
Rs 438 million (US$27.2 million) to Rs 23.39 
billion from 1953-83, income tax revenues 
only went up from Rs 1.43 billion to Rs 15.63 
billion in the same period. 

Critics complain further that to deprive 
the states, the centre did not raise the rate of 
the income tax but instead levied a surcharge 
on it which, for example in 1984, collected Rs 
2.08 billion which remained with the centre. 
Similarly, adopting the same method, New 
Delhi imposed a special excise duty rather _ 
than raising the existing one. When the Fi- 
nance Commission — the constitutionally 
mandated body which decides revenue allo- 
cations — declared this new levy must be 
shared with the states, the centre changed 
the duty’s label to that of auxiliary excise duty 
and retained it in full. 

This situation has contributed to the cur- 
rent tax war between states. Producers of 
goods try to avoid paying the central sales tax 
which is levied, not at the point of produc- 
tion, but at the point of sale. States desperate 
for financial resources have been lowering 
their sales tax rates to attract consignments 
and thus serve as distributing points. This 
complex chain — involving production in 
one state, shipping to another as a distribu- 
tion point and toa third state for actual sale — 
leads to businesses evading the central sales 
tax. The net result is the loss of revenue to the 


barrassing and his party's top anata wants him out of the 


The non-Congress states’ anger centres around a governor's 


. o tymen. 





His master’s voice 


- State governors play a crucial, if somewhat conflicting, role in rela- 
- tions between the central government and the 25 states. They are 
agents of New Delhi, whose discretion in appointing them is ab- 
solute; yet as heads of their states they are expected to act only 
under the advice of the state governments — represented by the 
chief minister commanding majority support in the legislature — 





. while signing any orders. 


The problem is many governors are not doing so. Now that 


p some state legislatures are in the hands of opposition parties while 


_ the Congress party rules in New Delhi, friction has arisen be- 
. tween governors and chief ministers. The political myth is that 
once appointed, a governor sheds his partisan affiliations and acts 
^. asa neutral umpire between contending political parties — but 
 thereality is that many are now behaving like loyal Congress par- 


In gome cases, the governor is a retired civil servant or a former 


~ ~ military officer, but in most cases he is a member of the Congress 
~~ whoeither lost an election or whose continuing involvement with 
. -politès either in New Delhi or in his own state is considered em- 


® 
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power as the only person who can make a decision when con- 
tending parties claim to have majority support in the state legisla- 
tures. They have often claimed that governors abuse their role by 
engineering defections to the Congress side, leading to the sus- 
pension or dissolution of the legislatures, dismissal of the non- 
Congress state governments and the imposition of direct rule 
from New Delhi. 

Direct rule is supposed to last until fresh state elections age call- 
ed, but New Delhi often uses the time to try to fashion a majority 
whose composition it finds more acceptable in the state legisla- 
ture. During this period, the governor functions as a chief execu- 
tive with the power of both the legislature and cabinet — and in 
this role he acts under political and administrative c ir 
New Delhi. 








The politicisation of the governor is considered a violation = 
of the spirit of the constitutional right of citizens to choose 
their government. In the late 1940s — when India’s: constitu- A 
tion was being drafted — making. the governors’: positions - ues 
elected was considered. But it was rejected on the ground that it — 
could endanger India's unity. It was also argued thatanelected —.— 


governor was bound to consider himself pens to > the chief i E 


tion from: 
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centre as well as to the states where the 
goods are produced. 

The February conference held to thrash 
out the latest complaints saw both Congress 
and non-Congress states ganging up on the 
central proposal for levying an additional ex- 
cise duty on an expanded list of com- 
modities. Instead, the ministers forced New 
Delhi to agree to pass a law in the forthcom- 
ing session of parliament to introduce a con- 
signment tax which will go to a divisible pool 
that will be shared under a formula to be laid 
down by the either the Finance Commis- 
sion or any other commission set up 
for this specific purpose. It was also 
agreed that the entire proceeds from 
the central sales tax will be retained 
by the collecting states. 


TIMES 


FURAN VAL, 


the 46th amendment to the con- 

stitution to provide for a con- 
signment tax. The idea was to im- 
pose a levy once a consignment left 
the producing factory. However, 
New Delhi has been dragging its 
heels in implementing the consign- 
ment tax by arguing that this would 
put the less developed states at a 
disadvantage. 

Chief ministers of the relatively 
developed non-Congress states, 
who are likely to benefit most substanti- 
ally from this tax, have been loudest in 
condemning New Delhi's inaction. The 
real reasons for the centre's reluctance 
are that while the states will have wind- 
fall gains, the consignment tax will re- 
sult in price increases across the board, 
while New Delhi will face a squeeze on 
its scope for raising excise levies, which 


[: 1982, the parliament passed 





are retained in their entirety by the central 
government. 

The consensus reached at the February 
conference will help in reducing centre- 
states tension, but amounts to only a small 
step in correcting what is seen às a gross im- 
balance in revenue allocation. For instance 
Karnataka Chief Minister S. R. Bommai 
voiced his resentment of New Delhi's prac- 
tice of unilaterally drawing up the agenda 
for such conferences. Along with other non- 
Congress ministers, he had earlier protested 
to the centre against the terms of the current 
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Parliament House; Gandhi: political direction. 


Finance Commission. West Bengal Chief 
Minister Jyoti Basu said on the issue in 
December that "the centre is playing with 
fire." 

When sent a memorandum on the issue 


bound by the terms of reference given to it by 
its creating authority — the central govern 
ment — and has no power to alter them. 

The major demands by the states, espe- 
cially those not ruled by Congress, are: 


> Formulation of norms in forecasting in-- 
comes and expenditures, which is vital in set- 


ting budgets. 


e 
B An even sharing of deficit financing be- 


tween the centre and the states. 
> Consultations with states on the 


nature and rates of income tax and basic 


excise levies. e 


sales tax on tobacco, tobacco pro- 
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ducer items. 
> Compensation to the states for 


charging duty on goods exported. 


all over India. | 
> Removal of restrictions which 


more than 4?6 of sales tax on goods 


national importance." 


produced. | 


> That the states be given a bigger share of 
the loans raised in the domestic market, as. 
their share has declined from 67% to about 


P Abrogation of additional excise l 
duties to enable the states to levy 


ducts, sugar, textiles and other pro- 


prevent the states from imposing. 
declared by New Delhi as "goods of . 
> The royalty on coal and other 


natural resources to be linked with 
the market price and not with the quantities: 












the constitutional prohibition on d 


P Freight charge equalisation for e 
all essential goods and key com- = 
modities to ensure uniform prices _ 








minister, a potential cause for tensions with the state government. 

The framers of the constitution, however, expressed the hope 
that a convention would gradually develop in which New Delhi 
would consulta chief minister on the appointment of a governor. 

In the event, the governors functioned without any serious 
complaints — save for the 1959 dismissal of the communist Kerala 
state government, despite its having a majority in the legisla- 
ture — until the 1967 elections. Throughout this time, the Con- 
gress was the predominant power both at the centre and in the 
states. 

But the 1967 elections marked the beginning of the Congress 
decline and the formation of opposition coalition governments in 
several states. At the same time, the role of the governors began to 
be questioned in Rajasthan and Madhya Pradesh, where they 
backed Congress chief ministers against opposition majorities in 

_the legislatures. In West Bengal and Haryana, the governors did 
their best to make non-Congress governments non-functional. 
.. The uproar was loud enough to force New Delhi to appoint a 
^. commission to look into the matter. The commission suggested 
-. . that governors should be appointed from among people who 
—  havelongexperiencein publiclife, are able to rise above party poli- 
< tics, and are free of political prejudice. = 
Italso proposed that they should be appointed fora fixed, non- 
_ renewable single term and thereafter should not be appointed 
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by the non-Congress chief ministers, New 10% since 1955-56. 

Delhi forwarded the document directly to Discrimination must end in«listributing 

the Finance Commission. It thus circum- — industriallicencesbetweens BST 

vented the issue, because the commission is : p, 1 T TT C 
governor of any other state. In addition, parlkárt adel J 


down precise guidelines for the exercise of di Afin 
the constitution gave the governors. sd 












hie, its ap- 






New Delhi ignored the suggestions and, if anyt pev 
pointments became more partisan, especially in thelasttermofof- > 
fice of late prime minister Indira Gandhi. The practice has con- — 
tinued under her son, Rajiv. The governor of Andhra Pradesh dis- 
missed the Telegu Desam party’s chief minister, N. T. Rama Rao, 
and though Rama Rao was re-elected last year, he is convinced 
that Governor Kumudben Joshi is working to get rid of him 
again. | 
j In Kashmir, the National Conference chief minister, Farooq 
Abdullah, was also dismissed some time ago. Early this year, the 
Kerala state government publicly censured Governor Ram Dulari > . 
Sinha. In contrast, the governor of West Bengal was nearly man- 
handled by members of the Congress, who make up the opposi = =- 
tion there. They accused him of being a rubber-stamp for the >. 
state's communist government. E 
The Sarkaria Commission, appointed in the early 1980s tolook |. 
into centre-state relations, proposed in December 1988 what pre- 
vious commissions had suggested about the role of govgrnors 
Not many believe it will be heeded, especially this year when gen 
eral elections are due. And if the Congress wins, if anything, the 
governors will become even more partisan. mSalanftAli — — 
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Aspiring to normal politics 


E 
With the end of the'45 Genera- 
tion's service in Indonesia ap- 
proaching in 1999 (when Presi- 
dent Suharto's current term ex- 
pires), Indonesians increasingly feel that po- 
litical life should return towards a normal 
condition, in which the values and systems 
stemming from the 1945 Constitution and in 
accordance with international values and 
principles o democracy, will be re-estab- 
lished. 

The instincts and aspirations of Indone- 
sian political society, which have already un- 
dergone an era of political development 
since the 1945 revolution (against Dutch 
rule), are regaining their strength, some- 
thing reflected in the wish that from 1993 the 
life of the nation can get back to normal. 

The expressions of this mainly focus on a 
longing for integrity and authority to be re- 
stored to the People's Representative As- 
sembly (DPR, the parliament) and People's 
Consultative Assembly (MPR, the wider con- 
gress which chooses the president and sets 
broad policies); on the improvement of 
leadership, especially in the relationship be- 
tween superior and subordinate, and on sev- 
eral basic social problems. 

Conspicuous are statements desiring an 
end to the practice of "dropping" (putting 
forward the góvernment's candidates) dur- 
ing the election of leaders fpr regions, pro- 
vinces, non-government bodies and so on. 
The publichas bégun discussing openly mat- 
ters. concerrting the succession of national 
political leadership, and questioning the calls 
to "Besensitive," which ultimately could end 
in a feeling of fear towards higher-ups and 
the flourishing of a "keep the boss happy" 
culture. 

The need for a climate of openness is al- 
ready pressing in the past five years of the '45 
Generation's service. If the suc- o 
ceeding generation seems out- 
spoken, that is fully within their 
rights. The year 1993 is on the 
threshold of the 21st century 
which will be their charge. What 
we are experiencing now is the 
result of yesterday’s policies. 
What is being drawn up today, 
will shape tomorrow. 

The leadership succession is 
closely related to the integrity of 
democratW institutions. Three 
notable statements have been 
made recently about this. 
Suhartd%aid that when the time 
comes to change the leadership, 
it should be carried out without 
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By Gen. Sumitro 


disturbance. Coordinating 
Minister forSecurity Sudomo 
said the succession would 
proceed smoothly. DPR and 
MPR speaker Kharis Suhud 
said the president's period in 
office would be fully at the 
people's discretion. 

These are very cautious 
statements, but bearing in 
mind that they are the pro- 
ducts of a very different back- 
ground to that of the young 
generation, their attitude is 
fully understandable. Being 
quite aware that some of their 
fellows will soon have to 
leave the arena, a sense of solidarity, brother- 
hood and the sharing of mutual trials, moti- 
vates their instinct to shield one another's in- 
tegrity. 

Even so, the three statements give clear 
guidance for the generation coming after, 
and stress the need for genuine application 
of the 1945 Constitution to buttress the sys- 
tem. A crisis usually takes time and casual- 
ties to overcome and, most damaging, 
would require the application of extraordi- 
nary measures. A chaotic situation might 
bring forward into the national leadership a 
'strong man,' but one without the necessary 
physical and mental preparation for the task, 
as so far neither Golkar (the functional 
groups party), the political parties nor any of 
the other political democratic institutions are 
yet properly consolidated. The aftermath of a 
crisis would be that everything had to be 
started from zero again. 

Speaker Suhud's statement implied that 
the succession question should be surren- 
dered fully to the supreme institution of po- 
pular sovereignty, the MPR, and that it be left 
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ElÉction rally: need for a climate of openness. 


FAR EASTERN ECONOMIC REVIEW 





SPARSIS 


Suharto: succession. 





to the succeeding genera- 
tion to handle at its discre- 
tion, as long as attention is 
paid to the above-mentioned 
concerns. To suppress such 
an idea would be completely 
wrong. 

For the sake of the growth 
of the culture of the nation, 
we should not be ashamed to 
admit that in the early days of 
Suharto's New Order, mista- 
ken practices in the succes- 
sion process were virtually 
institutionalised. People who 
felt they had a chance and 
prepared themselves for cer- 
tain vacancies did not get them, while some 
who were uninterested and unprepared 
have been appointed. 

Such a practice could be accepted at that 
time, but in the current climate of accelerat- 
ing the modernisation process such a pro- 
cess becomes discordant, because the public 
feels its has lost its footing. In a modern so- 
ciety, leadership is institutional in nature, re- 
flecting norms and systems to which a leader 
is expected to adhere. A succession process 
that does not follow a clear system is prone to 
create resentment among the people. 

Concerning the succession question in 
1993 and onwards, inevitably various essen- 
tial aspects will turn up: the source of leader- 
ship, the number of potential leaders, 
whether the election procedure should be by 
voting or consensus and other election 
criteria. 

The source of candidates clearly cannot 
be separated from the current party system: 
the two political parties, Golkar and the 
armed forces. In all consciousness, these or- 
ganisations should be made the seed-bed of 
, potential leaders of the nation. 
” Since the individual chosen no 
longer is the leader of anyone poli- 
tical force but of the nation, he 
ought to be able to place himself 
above all parties’ interests, and 
should have reached political 
maturity through previous experi- 
ence as a member of the MPR/DPR. 

Clearly, as the leader of the na- 
tion is not a bureaucrat, it would be 
erroneous to create him through 
the path of an official career. The 
potential leader should meet the 
basic criteria of having demonstrat- 
ed his potential and statesman- 
ship. Therefore he must have years 
of experience in political life, 
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what’s going on in the world. 


e When the Kremlin wants to find out 
what’s really happening in the West, they 
tune to the BBC World Service. 

They are only too aware of how 
accurate our news service Is. 

(On more than one occasion we've 
been the first to tell the Russian people 
what is happening in their own backyard.) 

They know that every story that reaches 
us is checked for accuracy. 

A team of editors and translators make 
certain it's balanced and unbiased. 


And only then will it appear in one 


of the hourly news bulletins. Or the five 
and a half hours of daily current affairs 
programmes. 


The BBC World 


mainly on short wave. 24 hours a day in 
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English and thirty-six other languages. 

If you want to find out how to pick it up 
or what you will find when you do, write 
to BBC World Service Publicity, Departme vt 
FE, PO Box 76, Bush House, Strand, Londog 
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among, dhe » political parties and Golkar ; as 
well as in the DPR/MPR, and should be mature 
n politics and accustomed to open dialogues 
_with different parties having different in- 
. terests. 

. Moreover, he should be conscious of the 
. obligation of being elected and consequently 
 Tepresentingsthe interest of the people, as 
-their trustee. His fidelity to the constitutiqn 
- and the law must be proven under test. Ex- 
- perience as a member of the DPR/MPR would 
-be very important, as ahe will ke expected to 
zbe capable in exectin ng all decisions and 
wishes of the people, and be able to account 
for himself either at the end of his term or at 
. any time the mandatory body requires. 

~ For the purpose of meeting the criteria, 
-every political party, mass organisation and 
. Golkar, shoujd be fully independent, relying 
-on true democratic processes to thus build 
up a substantial leadership cadre. Cadres of 
. substance can only be created when demo- 
cratic practices are thoroughly maintained. 
Systems must be transparent, allowing 
. growth of sound and open competition to 
. avoid suspicion and with a properly man- 
_aged filtering system. Cliques as evident in 
the 1950s should be left behind. 


onsensus should be reached on the 
election procedure as soon as possi- 
ble. It must be acknowledged that 
| with the system of the 1945 Con- 
: stitution, the MPR is the storehouse of demo- 
` cracy and as such the supreme authority. Its 
power is absolute and therefore should be 
` free from direct or indirect pressure, specifi- 
cally in deciding upon a president and vice- 
| president. 
Politics — the essence of Western political 
.Systems — has been a bad word in In- 
donesia. Through the Pancasila (five Princi- 
ples), philosoph® and system of democracy, 
the Indonesfàn people are convinced and de- 
_ termined to develop politics to keep national 
life dedicated to the national interest, not 
viewing political conflicts as intrinsic to the 
system. They want an orderly, civilised pro- 
cedure, free from sordid intrigues. There- 
fore, all political “games” may not be de- 
tached from the system mutually agreed 
upon. For instance, the forming of power 
-bases or the developing of pressure through 
“= formations outside the system have to be ter- 
... minated. For the sake of a healthy political 
~ life, all must become part of the system. 
Forthat reason, resolutions handed to the 
MPR general session should be considered a 
thing of the past. The session must be re- 
lieved from any and all forms of pressure and 
influence, so that its self-reliance and author- 
ity will not be contaminated. The Indonesian 
-people have to give their utmost efforts to 
have thegbsolute authority of the MPR re- 
Spected within the context of leadership 
transfer over the coming five years. 
c^ In efhsidering election, the terminology 
n itself bears the connotation that the voter will 


.. have to confront more than just one choice. 
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A chaotic situation may bring 
forward into the national 
leadership a ‘strong man,’ but 
one without the necessary 
physical and mental preparation 
for the task . . . the aftermath of a 
crisis is that everything has to be 
started from zero again. 


As such itis reasonable to find more than just 
one candidate. The Indonesian people need 
not be very much concerned about ever 
being short of potential mandated leaders of 
substance, as long as the cadre formation 
and the practice of democracy are tho- 
roughly implemented. To refer back to there 
being only one candidate as in past presiden- 
tial elections, is inconsequential. 

The Indonesian people have never 
questioned the specific position of Bung 
Karno (the late president Sukarno) in his era 
of politics, nor Pak Harto's (Suharto's) posi- 
tion as the Father of Development in the 
early days of economic development. Both 
have been accepted as leaders of the Indone- 
sian people and nation, without match dur- 
ing their respective times. 

Another thing that must be understood is 
the term "leadership." Confidence in the 


chatacter of the individual to. to lead ae the 






kernel of leadership. Consequently, the elec- 
tion of the MPR mandatary must be free and 
confidential. This can only be ascertained via 
voting procedure and not through delibera- 
tion. MPR members must feel free in having 
dialogues with their own conscience, with- 
out any threats or influence. 

Itis hoped the succeeding generation will 
not be “allergic” and view the terminology 
and procedure of voting as inadmissible in 
Pancasila democracy. The ‘45 Generation 
have their historical background in making 
them “allergic” to voting. In the past (the 
1950s) this procedure was part of the liberal 
democracy system, which through clash of 
interests, intrigues and power plays led ulti- 
mately to a critical situation. 

Where state and governmental institu- 
tions have been well established, there 
should be no reason for the succeeding gen- 
eration to hesitate from applying the vote 
wherever necessary. A clause in the constitu- 
tion explicitly states that decisions be taken 
by the MPR by majority of votes. Hence, deci- 
sion-making based by vote has a strong 
constitutional basis. While voting could 
create problems in a decision-making system 
based on deliberation to reach consensus, 
the constitution obviously does see them in 
opposition to each other. " 


Gen. Sumitro was deputy commander of the In- 
donesian Armed Forces and head of the former in- 
ternal security organisation Kopkamtib until his 
retirement in 1974, He is now active in business 
and publishing in Jakarta. 
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Moscow fears fundamentalists on borders 


An eye on Islam 


s the Soviet Union tries to open a new 
A page in its relations with the Islamic 

world, following the completion of its 
troop withdrawal from Afghanistan, there is 
continuing speculation about what this re- 
treat will mean for the Muslims of Soviet 
Central Asia. Analysts of Soviet Islamic af- 
fairs are on the lookout for signs that Muslim 
extremism is spreading across the border 
from Afghanistan and Iran. 

Muslims comprise only about 9% of the 
Soviet Union's 284 million people, but pre- 
dominate in the four Central Asian republics 
of Uzbekistan, Tajikistan, Kirghizia and 
Turkmenia and have a greatly higher birth 
rate than the country's Slavic populations. 
The majority are Sunni Muslims, with Shias 
concentrated in the Azerbaijan republic. 

At the moment it does not appear that a 
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fundamentalist Islamic revolt is imminent. 
The recent apparently calm transition to new 
religious leadership for the believers of the 
four Soviet Central Asian republics and 
Kazakhstan has demonstrated the central 
government's willingness to give greater re- 
ligious freedom to its Muslims, as well as to 
Christians and Jews. In the most populous of 
these republics, Uzbekistan, it seems that the 
political legacy of long-time first secretary 
Sharaf Rashidov is posing more of a problem 
than devotion to Islam. 

A peaceful demonstration in a Tashkent 
mosque on 3 February demanded the re- 
moval of the chairman of the Muslim religi- 
ous board for Central Asia and Kazakhstan, 
Mufti Shamsutdinkhan Babakhanov. Re- 
ports at the time that the demonstration was 
organised by a group called Islam and Demo- 
cracy were quickly denied by the official 
Soviet newsagency Tass. The demonstration 
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had no political purpose, the agency said, 
and made purely religious demands. 

On 7 February, it was announced that 
Babakhanov had resigned and been re- 
placed provisionally by Muhammadsadik 
Mamayusupov, the 36-year-old rector of the 
higher Islamic Institute in Tashkent. At the 
same time, Gass announced that dissatisfac- 
tion with the former mufti resulted from hjs 
failure to keep up his religious knowledge 
and to observe Shariat law. 

Mamayusupov's appointment was con- 
firmed at the 4th c8ngress of the Central 
Asian religious board, held in Tashkent on 
14-15 March. One of the high points of the 
meeting was the handing over of the 7th cen- 
tury Koran of Khalif Osman to the Islamic In- 
stitute. Until the congress, it had been kept in 
the Tashkent History Museum. Soviet prime 
time television showed the holy book being 
paraded through the streets in triumph. 

At the congress it was also revealed that 
the Uzbekistan government is planning to 
hand back a number of holy sites to the religi- 
ous community. These include the 
mausoleum of Abu-isa-at-Termezi in the 
south of the republic, the mausoleum and 
mosque Bakhauddin, near Bukhara, the Ka- 
lyan mosque in Bukhara itself, and the Djami 
mosque in Kokand, as well as some others. 

Tass said Mamayusupov spoke of the 
need to raise the level of training for religious 
men. He announced that the republican gov- 
ernment had given permission for the erec- 
tion of new buildings and dormitories for the 
Bukhara religious school Mir Arab, as well as 
for the Islamic Institute in Tashkent. These 
are still the only official centres of religious in- 
struction for all of Central Asia’s Muslims, 
most of whom are Sunnis. 

The long-promised revised law covering 
religious practice has still not appeared on 
the Soviet statfite books but Konstantin 
Kharchev, Mead of the Soviet Council of 
Ministers' council of religious affairs, told the 
congress that the new law will create the 
basis for a more just relationship between 
church and state. 

The problem of political leadership, 
at least in Uzbekistan, seems to be more 
severe for Moscow than any threat of Islamic 
extremism. Recent official comments on 
the former president of the republic, Pulat 
Khabibullaev, who resigned under a cloud 
in January, make it clear that feudal net- 
works that grew in the days of Rashidov, 
who died in 1983, have not all been cleared 
away. 

A former president of the Uzbek 
Academy of Sciences, Khabibullaev, was 
apparently known to have promoted 
Rashidov's friends and relatives to posts for 
which they were grossly unqualified. Not 
only did fe appoint Rashidov's son-in-law 
head of the party committee at the Institute 
of Nuclear Physics, according to the Soviet 
party dily Pravda, he made the wife of 
Rashidov’s successor a researcher in 
biochemistry. Although she spent neost of 
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FATE LIAS 


Students imme in Soviet Central Asia: nationalist resentment surfaces. 


her time accompanying her husband on his 
travels, she received salary increases and 
drew almost Rbl 6,000 (US$9742) in pay over 
three years. 


habibullaev served as president for 
K less than a year. How could such a 

well known time-server be ap- 
pointed to a high government post when 
perestroika was already in full swing, asks 
Pravda correspondent B. Artemenko on 18 
March. There is no straight answer to the 
question, Artemenko says. There are dif- 
ficulties with cadres in Uzbekistan, he 
writes. “The recidivists from the past still 
haven't been rooted out, there are still people 
sitting in many high posts who grieve for 
Rashidov's times. The young forces are still 
not ripe," he concludes. 

The challenge for the Soviet central 
leadership is to fill the leadership vacuum 
without igniting a nationalist revolt. No one 
has forgotten that the ethnic riots which 
flared up in the Kazakhstan capital of Alma- 
ata in December 1986, were triggered by the 
replacement of the republic's first secretary 
Dinmukhamed Kunayev by an ethnic Rus- 
sian, Gennady Kolbin. While the Kazakhs 
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are a minority in Kazakhstan, ethnic Uzbeks 
form roughly two-thirds of Uzbekistan's 
population. 

Some Western specialists see ethnic loyal- 
ties among Central Asian groups as being 
stronger than their Islamic consciousness. 
As Ronald Suny of the University of Michi- 
gan says: the Soviets divided what was once 
Turkistan into republics built around ethnic, 
secular nationalities — and this seems to 
have worked. With President Mikhail Gor- 
bachov's promotion of greater intellectual 
openness, however, resentment by the 
people of Central Asia over the suppression 
of their history and literary heritage, as well 
as neglect of local languages, has come to the 
surface. 

Several thousand people demonstrated 
in the Tadzhikistan capital, Dushanbe, in 
February, to demand that Tadzhik be made 
the republic's official language. (All three Bal- 
tic republics have already made their own 
languages official.) A commission of the Tad- 
zhikistan Supreme Soviet is studying this 
question, and several of its members came 
out into the streets to discuss the issue during 
the demonstration. No one from the city 
party committee showed up, according to 
the newspaper Krasnaya Zvezda. 

A similar demonstration occurred in 
Tashkent on 19 March. The newly appointed 
Uzbek President Mirzaolim Ibragimov told 
the crowds that a commission was indeed 
studying the language issue. He issreported 
to have asked the people to send in sugges- 
tions on how to solve the problem. 

The forced change to the Cyrillic script for 
writing their languages, decided in Moscow 
in 1939, is a grievance common to all the Tur- 
kic Central Asians, and the Azerbaijanis as 
well. It came only 10 years after the switch to 
the new Unified Turkic Alphabet, based on 
Latin script. Now, intellectuals complain, 
very few Central Asians have access to the 
classics of their literature written in Arabic 
script. Some experts are reported to advocate 
the introduction of Arabic script as a subject 
in secondary schools and higHer educational 
institutions. e 
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The Sabah opposition splits, the better to woo and win 


Divided they stand 
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By j Suhaini Aznam in Kota Kinabalu 


umainn i n e ————————— hA e ma eriei bii 


y eneath Sabah's new-found political 

calm, the multiracial opposition Ber- 

jaya party appears to be splitting into 
community-based parties that hope sepa- 
rately to woo support away from the ruling 
Parti Bersatu Sabah (PBS) but could come to- 
gether in a coalition to fight the PBs in the next 
state election due in 1991. 

In February, former federal cabinet minis- 
ter Datuk James Ongkili, once a Berjaya 
leader, founded the Parti Rakyat Sabah (PRs), 
which Sabahans believe wants to siphon off 
the Kadazan votes that make up the majority 
of the PBS' support. Another ex-Berjaya 
leader, Datuk Lim Guan Sing, is expected to 
form a new Chinese party, leaving the rem- 
nant of Berjaya to woo the votes of the ethnic 
Malays who include Muslim Suluks, Bajaus 
and Muruts. 

Public response to the PRS has yet to be 
gauged — Sabahans who have lived with 
political excitement these past few years now 
prefer to talk about business and the eco- 
nomic upturn. Sabah politicians cynically 
note that new political parties mushroom a 
year or two before elections, and wither 
away just as quickly. But since the PBS 
snatched election victory only two months 
after its registration in 1985, others have been 
inspired to try to follow suit. 

The PRS, however, does not have the 
fresh look the PBS had four years ago. Its line- 
up reads like a yesteryear’s who's who: 


-> Riled by news reports in the rival-owned Sabah Times and some- 
times, though much less so, in the Daily Express, Sabah's ruling 
ae Parti Bersatu Sabah (pps) called for a ^fairand independent" news- 
e paper ! to present its viewpoint from as early as 1986. In October 
us 1988 , the Borneo Mail — a tabloid with a claimed circulation of 3,000 
E = was launched as the state’s third English-language newspaper. 

PBS officials are quick to point out that the Borneo Mail is not a 
rou party organ but is instead a commercial concern owned by a clutch 
of private individuals. However, Borneo Mail readers in Sabah say 





° the newspaper is definitely pro-PBS. 


- . Staff at the Borneo Mail say they enjoy a fair degree of in- 
Fu oue given the newspaper's existence in a small, high- 
. ly politicised state. This is in sharp contrast, they say, to the 
situation at the Sabah Times, which is 90% owned by Kompleks 
< Berjaya Jelata Sdn Bhd, the investment arm of the Berjaya party. 
an The audited circulation ofa the Sabah Times, whose editorial slant 








former state ministers, former Berjaya lead- 
ers, and Ongkili himself, who failed to 
make it as Berjaya president in the 1985 party 
elections. He had lost considerable support 
from among his own Kadazan community 
— who like the Malays are bumiputra, or in- 
digenous peoples, but are largely Christian. 

In 1980, the Kadazans, who are the 
biggest community in Sabah, had nomi- 
nated Ongkili to be their huguan siow (su- 
preme chief) and were angered when he re- 
fused, saying that Sabah already had a leader 
in Datuk Harris Salleh, then the chief minis- 
ter. Kadazans look upon the huguan siow asa 
tribal chief, an honour they do not bestow 
lightly, and certainly not on a non-Kadazan 
like Harris. In 1981, the Kadazans conferred 
the title on Datuk Joseph Pairin Kitingan, 
who led the PBs to victory in 1985 and is now 
the chief minister. 

The formation of the PRS leaves Berjaya 
not just split but also ridden with money 
problems and a lack of strong leadership, 
said observers. The party recently had to sell 
its party headquarters to the Sabah Electricity 
Board for M$29 million (US$10.55 million) to 
pay off its debts. 

The other main opposition party, the 
United Sabah National Organisation (Usno), 
is also suffering because of the calm that has 
fallen over Sabah. Younger members are 
now openly questioning the leadership of 
Tun Mustapha Harun, the once all-powerful 
chief minister who ruled Sabah like a per- 
sonal fiefdom. 


about 15,000. 
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is quite obvious, was slightly more than 9,000 a mm in .398 
The undisputed leader of the state's three English-langua 
newspapers is the Daily Express, with a claimed circula 
about 30,000, It remains 100% in the hands of the family of thel; 
Tan Sri Yeh Pao Tzu and is run as a commercial concern with co 
siderably greater editorial independence than the Sabah Times 
Like the Sabah Times and the Daily Express, th 10 Mail ha 
distinctly Sabah flavour — devoting two to four pages to repo 
and features in Bahasa Malaysia, Malaysia's national language, 
and three pages in Kadazan, the language of Sabah's largest 
ethnic community. The front half of the newspaper, the business 
section and the sports pages arein English. —— D 
With a population of only 1.3 million and a literacy rate of 58° 2 Dei 
Sabah boasts a relatively high reading public. Most of the English 
readership is found on the more populous west coast, specifically M. 
in the state capital of Kota Kinabalu. m 
Of the major east coast towns, Tawau i its own Chinese S 
newspaper, the Morning Post with a 4-5,000 daily circulation, - 
while Sandakan boasts two Chinese dailies, the Merdeka Dai |. 
News and the Sandakan Jih Pau, with a combined circulation of. 





































Younger Une NEL hope their p a 
can regain power by forging stronger bonds 
with the federal government — bonds 
which, unhappily fer them, the federal gov- 
ernment does not seem overly anxious to 
build. The federal government has alway: 
smarted over the victory of the largely (bu: 
not exclusively) Christian Kadagan-led PB 
in pabah, though in Sabah's convoluted poli 
tics the PBS, Berjaya and Usno are all mem 
bers of the ruling National Front coalition at 
federal level, while remaining deadly : 
enemies at state level. " 

Usno had hoped to capitalise on federal E 
unhappiness by persuading the coalition’s - 
dominant partner, the new United Malays © 
National Organisation, or Umno (Baru), to 
spread into Sabah and incorporate into an- 
Umno Sabah the Usno mempership. By _ 
nestling under the powerful Umno (Baru) - 
umbrella, they reasoned, they could oust the » 
PBS in the next election. | 


preoccupied with its own problems — _ 

the original Umno was deregistered by - 
court order in 1988 and faction fighting by _ 
supporters of the old Umno and those of the . 
new has split the peninsular Malays. Now, . 
after the heart surgery on Prime Minister. 
Datuk Seri Mahathir Mohamad, internal joc- 
keying for succession has pushed the Usno- 
issue into the background as the peninsular - 
Malays seek to solve their own problems. . 

Usno's young leaders remain bitterly dis- . 
appointed. "When we joined Malaysia [in : 
1963] lock stock and barrel, it was not be- 
cause we loved you [the Malays and Umno] . 
so much at that time, but because we hoped. 
for protection,” said one. "You are in power . 
there; we are shielded by you because by 
ourselves we cannot hold power here.” 

Even if Umno (Baru) onl? held two seats- 
in Sabah, “the others would not'dare to ride 


[: the event, Umno (Baru) has been 





lation, - 
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roughshod over us," he added. 
He pointed out that before 
Umno split it had only 83 par- 
liamentary seats, not enough 
on its own for a simple majority 
in the 177-seat lower house of 
parliament, and that it needed 
89 seats for g majority. 

“If Umno were in Sabah, we 
could hold power in Malaysia,” 
he stressed. “It’s ridiculous that 
the backbone party in Malaysia 
is not represented iffSabah afd 
Sarawak when smaller opposi- 
tion parties like the Democratic 
Action Party and Parti Islam 
are." 

While opposition exhaus- ai 
tion has corgributed to the calm 
in Sabah after the rash of bomb- 
ings and highly publicised manoeuvrings of 
past years, Pairin and the PBS have more or 
less consolidated their positions. Whatever 
the federal government feels about the 
Sabah government it keeps well hidden and 
the PBS has one minister and one deputy 
minister in the federal cabinet. 

But if federal-state relations have im- 
proved markedly, they could still be better. 
Dawn raids by the Internal Revenue Depart- 
ment (IRD) on the homes of seven senior PBS 
officials, including deputy chief ministers 
Datuk Mark Koding and Datuk Chau Tet 
On, and state Finance Minister Datuk Ber- 
nard Dompok and state Communications 
and Works Minister Datuk Joseph Kurup in 
April 1988, left many Sabah leaders con- 
vinced that it was yet another federal govern- 
ment attempt to discredit the PBS govern- 
ment. 

The IRD also raided Pairin's brother, 
Datuk Jeffrey Kitingan, the head of the Sabah 
Foundation. Afd in February the Berjaya- 
owned Sab@h Times newspaper reported — 
erroneously, the PBS claims, though the Anti- 
Corruption Agency and IRD have refused to 
comment — that the passports of nine PBS 
leaders, including three state ministers, had 
been seized pending official investigations. It 
prompted Chau to lodge a police report. 
After the raids, no charges have been 
brought. 

The upheavals in Usno and Berjaya and 
the economic upturn would bode well for the 
PBS if not for the Kadazans' own internal 
rivalries. These have manifested themselves 
through bickerings over language and cul- 
ture between the highly politicised United 
Sabah Dusun Association (USDA), set up in 
the 1960s with ethnic nationalism as its 
raison d'etre, and the Kadazan Cultural As- 
sociation (KCA), which couches its ethnocen- 
tricism in cultural terms. The Dusuns is a 
term thag loosely covers the Kadazans of the 
interior. 

Pairin, as the Kadazan huguan siow, is also 
presidént of the KCA, while Deputy Chief 
Minister Koding is president of the USDA. 
Koding has long been credited with political 


Sabah villager: PBS' grassroots support. 
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ambitions that make him an automatic chal- 
lenge to Pairin, though PBS sources are quick 
to deny such suggestions. 


he present KCA and USDA tussle — to 
| determine the correct standard for the 
Kadazan language — has its roots in 
colonial times when the British had intro- 
duced the Kadazan language as used in 
semi-urban Penampang for teaching pur- 
poses. The USDA supports its continued use 
as such. Whatever the outcome, the aim is to 
preserve Kadazan by teaching it under the 
“pupils’ own language" programme in gov- 
ernment schools and by encouraging its 
proper use in the Sabah mass media and 
proper pronunciation in broadcasting. 
Nevertheless, if state elections were to be 
called tomorrow, it is unlikely that coastal or 
interior Kadazans would deny supportto the 
PBS. In the most optimistic scenario, party of- 
ficials feel they could win 35-40 of the 48 state 






assembly seats. The PBS cur- 
rently holds 39 seats, Usno 
eight and Berjaya one. 

The PBS' strength lies in its 
small-scale rural development 
programmes which enhance its 
grassroots support, opposition 
politicians concede. Its pre- 
decessor in government, Ber- 
jaya, had also emphasised de- 
velopment but had preferred 
large and often ostentatious 
projects. Under Berjaya, each 
assemblyman was allotted 
M$50,000 a year for village de- 
velopment and small rural pro- 
jects; the PBS has raised this to 
M$250,000, which when added 
to funding for state and federal 
government projects, comes to 
M$5 million per constituency each year. 

If the PBS continues on its present course, 
the Kadazans will almost certainly return it to 
power in all 16 Kadazan-majority seats, in 14 
of which the Kadazans make up 70% of the 
electorate. The political loyalties of the Malay 
groups, on the other hand, are divided in the 
18 Malay-majority seats, only in five or six of 
which do they make up 70% of the electo- 
rate. Analysts believe that a 15% swing by 
the Malays to the PBS would give the remain- 
ing seats to the PBS. 

Meanwhile, the Chinese, who hold the 
balance of power in eight seats, will support 
the Kadazans, simply because the PBS is “not 
so bad" for them, Malay and Chinese politi- 
cians concur. Despite the rumblings of cor- 
ruption and stories of timber concessions 
going to the PBS' friends, Chinese business- 
men here have long accepted the patronage 
system where politicians must take care of 
their supporters. a 





BANGLADESH 


New opposition group to be launched 
Polarising politics 


By S. Kamaluddin in Dhaka 


n an apparent bid further to polarise 

politically volatile Bangladesh, three de- 

fectors from the ruling Jatiya Party (JP) are 
soon to launch a liberal democratic party 
which is also likely to include some key lead- 
ers from the two strongest opposition group- 
ings, the Awami League and the Bangladesh 
National Party (BNP). 

The organisers of the new party appear to 
have done their best to sell the idea to the 
mid-level workers and leaders of some of the 
opposition parties that, given the essentially 
tri-polar political forces in the country — Pre- 
sident H. M. Ershad, the Awami League and 
the BNP — the new party could offer itself 
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with its allies as a viable alternative to the 
government. a 

The catalysts of the new party are two 
former ministers in Ershad’s government, 
Salahuddin Quader Chowdhury and 
Anwar Zahid (who had enjoyed influence 
through his closeness to Ershad) and former 
JP treasurer and MP Morshed Khan. The trio 
resigned from the party before the March 
1988 parliamentary polls, saying that election 
would not solve the then political crisis. 

Within days they were expelled from 
the JP, their passports were seized and cases 
involving irregular business transactions 
and non-payment of income tax were filed 
against Chowdhury and Khan, who are 
prominent businessmen and industrial- 
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| PMMI. We're organized to help you. 


We never met 
a product we 


couldn't package. 


Regardless of size, shape or 
ultimate use, successful products 
today require successful 
packaging. 

And packaging success 
results from the careful 
coordination of precision- 
engineered machinery with a 
variety of materials to form an 
efficient, cost-effective line. 

We know because we're 
the 270 member companies 
of PMMI — the Packaging 
Machinery Manufacturers 
Institute in the United States. 

We design, build and sell 
packaging machinery that's 
tough, dependable, and flexible. 

Today, with the dollar more 
reasonably priced, our machines 


are a bigger value than ever. Our 
international sales are up 70% 
over last year. 

So when you're looking for 
production solutions to your next 
packaging challenge, think of us. 
We're the American packaging 
machinery industry. 

You can reach us with a 
single letter stating your require- 
ment briefly. Those of us who 
can help will contact you 
directly. 

Or you can find us in our 


new 319-page “PMMI Packaging 
Machinery Directory.’ To order, 
please include US $15 for inter- 
national shipping. 

Agent and distributor in- 
quiries also welcomed. 


Packaging Machinery Manufacturers Institute 
1343 L Street Northwest 

Washington, DC 20005 USA 

Phone 01-202-347-3838 

FAX 01-202-628-2471. 

TELEX 4972519PMMIUSA 
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ists. The cases are still pending and all tele- 
phone lines in Chowdhury’s offices and resi- 
dences in Dhaka and Chittagong have been 
disconnected. 

The as-yet unnamed party would be so- 
cial welfare-oriented and favour a free econ- 
omy, with emphasis on the unhindered de- 
velopment ef the private sector. "Broadly 
speaking, our political and economic stangl 
would be somewhere between those of the 
British Conservative and Labour parties," 
said Anwar Zahid, a former qpmmunist ac- 
tivist. " 

Jamaluddin Ahmed, a former deputy 
prime minister in the late president Ziaur 
Rahman's cabinet, and other members of 
that cabinet have agreed to join the new 
party. In addition, several former Awami 
League ministers and retired generals have 
agreed to join, and some well-known recent- 
ly retired bureaucrats and technocrats are 
among the other non-political individuals ex- 
pected to join the new grouping. 

The new party's main task would be to 
project its image as a viable governing alter- 
native to the present ruling group. A political 
analyst said that both the Awami League and 
the BNP had been in power previously and, 
while they were the two most popular and 
well-organised political parties, they seemed 
to havelost their credibility because of indeci- 
sive actions during their prolonged anti-gov- 
ernment agitation in recent years. 


he new party, insiders said, essen- 
T tially would try to develop a broad- 

based front against the Awami 
League to fight the next election. While the 
Awami League leadsits own front with other 
like-minded parties, the BNP has so far failed 
to organise the anti-league forces into a solid 
group. However, itremains unclear whether 
the new party wuld be willing to work in a 
front led bY the charismatic BNP chief 
Khaleda Zia, who, despite her party’s poor 
performance has emerged as one of the 
country’s top leaders. 

Interestingly, a powerful group within 
the government is understood to be deter- 
mined to hold both parliamentary and 
presidential elections sometime next year, 
though presidential polls are not due before 
late 1991. Ruling party insiders have 
suggested that Ershad is likely to resign from 
the JP’s chairmanship, which may be passed 
on to former prime minister and senior politi- 
cian Mizanur Rahman Chowdhury, who is 
tipped to become an adviser to the president 
with the rank and status of prime minister. 

The purpose of holding any election, 
parliamentary or presidential, is to make the 
administration look credible in the light of 
the opposition's accusations that the May 
1986 andeMarch 1988 parliamentary polls 
were "thoroughly rigged." What remains 
obscure is why the government should hold 
the prefdential polls at a time when the op- 
position parties are almost certain to boycott 
them. e m" 
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TAIWAN 


The government takes a hard line in election run-up 


Warning signals 


By Jonathan Moore in Taipei 


ith the expulsion on 17 March of an 
W Irish Roman Catholic missionary 
for involvement in Taiwan's local 
labour movement and court actions against 
several opposition leaders a week earlier, the 
Taiwan Government has delivered a taste of 
its election-year law-and-order campaign. 
Nearly two years after the lifting of mar- 
tiallaw andlessthan nine months away from 
scheduled national and local elections, the 
government has sent a message to voters 
and political opponents that it will deal 
harshly with those who upset public order. 
The National Police Administration 
(NPA), which engineered the expulsion of 
Neil Magill, a missionary in Taiwan for 10 




















The suspension of two foreign reporters 
from the former US armed forces radio sta- 
tion — now government controlled, but still 
American managed — for reporting on the 
topic, indicated government sensitivity over 
the issue as well as raising questions of press 
freedom. 

The tougher line also was in evidence 
when police on 11 March went to the homes 
of Taipei city councillor Frank Hsieh and, in 
Kaohsiung, national assembly member 
Huang Chao-hui, to arrest them for repeat- 
edly ignoring court subpoenas. Huang was 
jailed, but Hsieh was not home at the time. 
Another assembly member, Hong Chi- 
chang, managed to escape arrest by leaving 
the country. 

All are members of the opposition Demo- 


Protesters outside Legislative Yuan condemn expulsion of Magill. 


years, argued that Taiwan had a sovereign 
right to eject a foreigner for meddling in local 
politics. Magill had four years ago set up a la- 
bour resources centre near Taipei to educate 
and organise workers. The NPA said it had 
warned Magill several times to cease his la- 
bour activities because they were notin keep- 
ing with his role as a foreign missionary. 

Five local Roman Catholic bishops held a 
rare press conference to protest “inhumane” 
treatment of Magill, who said from Hong- 
kong in aninterview with a local radio station 
that he was lured into police headquarters 
and then roughly shoved into a van and 
taken to the airport and put on a flight to 
Hongkong. Magill, the bishops said, was 
given no opportunity even to collect money 
or a change of clothing. 
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cratic Progressive Party (DPP). The Taipei Dis- 
trict Court did secure the appearance of a 
fourth member of the party in cotrt on 18 
March, when it asked the Legislative Yuan 
to waive the legislative immunity of ram- 
bunctious legislator Ju Gau-jeng. The 
charges against all four are related to violence 
at demenstrations. 

The ruling Kuomintang's (KMT) new 
law-and-order emphasis, proclaimed sev- 
eral times since February by President Lee 
Teng-hui and Prime Minister Yu Kuo-hwa, 
comes in response to vocal portions of its 
constituency that are now clamouring for a 
tightening of the social order. KMT hardliners 
see the social fabric as unravelling since the 
July 1987 lifting of martial law which has 
been followed by almost daily street demon- 
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Record profit + 42%. 


Record earnings per share + 39% 
Record dividends per share + 37% 
Record net assets per share + 58% 


Outstanding year for Jardine Pacific; our newly-formed Asia-Pacific group 
Excellent results from Dairy Farm, Hongkong Land and Mandarin Oriental 
Shareholdings in Group companies further increased 


“Jardine Matheson had another outstanding year in 1988... . The current year 
has started encouragingly . . . we remain confident about the prospects — 
throughout the Group." LES 


SIMON KESWICK, Chairman 
Hong Kong, 20th March 1989 
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1988 1087 1988 

HE$m HK$m Ustm 
Pe CE CMM M oe Oe ee ee et wie ga ee gS oP) A oe ee CRM C tig et a et AM aa aaa 
|. Turnover 14,817 12,720 1,897 
p ————————— € —À— Á—ü! agna EM MG 
| -Profit before taxation 1,607 1,237 206 
| Profit after taxation 1,293 896 166 

; | Profit after taxation and m 

: minority interests 1,113 785 143 
——————M— ————— € — 
| Shareholders' funds 9,840 6,186 1,260 
pet depu —————————— A E EE 
HES HE US$ 
| Earnings per share 2.04 1.47 0.26 
| . Dividends per share 0.65 0.475 0.08 
| 
| Net assets per share 15.83 10.02 2.03 
mMMMMEMMDNMEM—-—-—- n ————M— 
| The register of Members will be closed from 24th to 28th Apri! 1989 inclusive to identity | 
| those shareholders entitled to the proposed final dividend of ux$0.48 per share which will, | 
| subject to final approval at the Annual General Meeting to be held on 7th June 1988, be 
| payable in cash with a scrip alternative on 20th June 1983. à | 








tions and increased demands for -political | 


forms. 
_ The ruling party is poised to react to quell 
ars that the investment environment is 
eteriorating. The expulsion of Magill is 
ought to be intended to reassure indus- 
ists who are anxious over Taiwan's in- 
singly militant labour movement. 
The KMr's chief spokesman, Raymong 
i, said maintaining law and order was not 
compatible with the party's "full commit- 
ent" to democratic reforms. ‘gf you wantto 
have democracy, you have to obey the 
laws, " hesaid. 


ploying the court system to effect its political 
aims has left many convinced that legal and 
other institutions could be used to KMT ad- 
vantage in the run-up to the elections. 


The United Daily News newspaper re- 


ported on 19 March that the National Sec- 
urity Bureau, an agency under the powerful 
National Security Council, ordered both the 
issuing of the arrest warrants and the ejec- 
tion of Magill. Government leaders denied 
the charge. 

Tai denied there was a coordinated action 
against the opposition, as the DPP has 
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British MPs mpun inquiry on policy towards territory 


owe's the patient? 


—A————'ÉÓPPR——— 


By James Bartholomew in London 


E —————————————— 


British House of Commons select 
committee has gently and modestly 
M. begun to investigate British policy to- 
wards Hongkong in the run-up to the hand- 
over of power to China in 1997. So far the 
British MPs have disappointed some Hong- 
kong journalists with their ignorance of 
the issues and their feeble questioning. But 
the MPs seem willing to learn, and one 
of them asked that they should not be judg- 
ed until they have completed their report. 
. Foreign Secretary Sir Geoffrey 
Howe was the first to give evidence to 
the committee. Howe talked to the 
MPs like a family doctor comforting 
people concerned about a sick rela- 
tive. The committee ran through a 
check list of worrying symptoms that 
the patient had been complaining 
about. 
. The committee was concerned 
that under the second draft of Pe- 
king's Basic Law for Hongkong, 
which is to apply after 1997, the terri- 
tory's courts might not be wholly in- 
dependent of China. Howe soothed 
them with the assertion that the sys- 
tem provided for was "an almost faithful re- 
production of the English legal system." 
-. The committee was also worried that a 
; mere 15 members of Hongkong’s lawmak- 
ing Legislative Council would be directly 
elected by 1997. One Labour member, Peter 
Shore, asked: "Does this not effectively put a 
limit to the development of democratic gov- 
ernment?” Howe encouragingly described 
how this@vas great progress from the posi- 
tion in 1985. 
: pgn of the violent repression in Tibet 
had dis d the committee. Presumably 
the members thought this disease might be 
infectious and Hongkong might catch'it too. 









Howe reassured the committee that the 
British Government, and indeed the EC as a 
whole, had expressed to China its “concern” 
over Tibet. 

Howe did not seem enthusiastic about 
the committee's suggestion of a bill of rights 
to be passed into the territory’s law before 
1997, But he agreed it was possible. 

One MP said the committee had received 
the largest numbers of submissions about 
Hongkong people not being entitled to full 
British citizenship. But Howe offered no 
comfort on this score. He came armed with a 





‘Promise to go to sleep after | rond a story.’ 


government paper which stated that the 
granting of right of abode to Hongkong 
people would not be “sensible, or acceptable 
to parliament.” 

Another MP expressed surprise that 
China had gone so far as to agree to some- 
thing so foreign to it as the Basic Law. “Are 
they going to live up to this?” he asked. 
Howe returned to his best bedside manner 
and said the Chinese had a “powerful wish” 
that Hongkong should be successful. 

The second and only other person to give 
evidence on this occasion was Hongkong 
Govemor Sir David Wilson. His approach 
was quite different. Evidently far more on 


But the ruling party's long history ofem- 






his kind of thing," he said. 

But the KMT' s legal crackdown on the 
opposition seems to suggest otherwise. The 
DPPs deputy secretary-general Tsai Shih- 
yuan said that even if the KMT was attempt- 
ing merely to maintain its hard-line credi- 
bility by clearing up the outstanding cases, 
the attacks were compatible with its plans 
to portray the DPP as "a bunch of irresponsi- 
ble hooligans." And a spate of legal cases 
could have the effect of keeping the disor- 
ganised opposition party off balance at a crit- 
ical time. = 


top of the subject, he appeared like an 
academic who was sympathetic to Hong- 
kong but had no part in shaping its future. 
When asked his opinion on some of the 
major issues, Wilson would delicately avoid 
giving it and instead remark that the matter 
was one of “intense concern” (or some such 
phrase) for people in Hongkong. 

Wilson gave the MPs a seminar on impor- 
tant issues in the territory. His calm helpful-. 
ness was only disrupted when the MPs per- 
sisted in regarding the Hongkong Govern- 
ment’s consultation with its people as “con- 
voluted.” Labour MP Ted Rowlands asked 
why Hongkong people should not be given 
a straight choice of direct elections through a 
referendum. Wilson said a referendum was 
not traditional in Hongkong whereas consul- 
tation was. 

Wilson’s answers on British passports 
differed from those of Howe. Howe made it 
plain he considered that the right of abode in 
Britain for Hongkong people was 
politically impossible. But Wilson 
said he had “a good deal of sympathy 
and understanding” for the intense 
feelings in Hongkong over the pass- 
port issue. 

But anyone expecting substantial 
movement by London on this point is 
likely to be disappointed. It would 
be political suicide for any British 
political party to favour right of 
abode for Hongkong citizens in Bri- 
tain. This was tacitly recognised in the 
House of Lords the next day when 
most participants in a debate there 
only tried to persuade the govern- 
ment to be more “flexible” in giving full 
British passports. The government showed 
no sign of giving way. 

The role of select committees in Britain is 
to monitor government and offer opinions. 
The committee may have some influence, 
but it has no power. Ultimately, it does not 
matter whether Howe assuages the MPs’ 
worries or not. They can do nothing about 
it. . 
Committee members will visit Hongkong 
on 17-21 April and Peking on 22-25 April. 
After these visits, they will again question 
Howe and Wilson. They hope toagreeona — 
report before the end of July. e 
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Jardine Strategic _ 
| Profit + 6796. 
m Earnings per share + 48% 
e Net asset value per share + 42% 
€ 
m Net asset value substantially outperformed Hang Seng Index 
a — Excellent results for all strategic investments 
Jardine Matheson earnings per share 3996 
Dairy Farm earnings per share + 5396 
Hongkong Land earnings per share + 8% 
Mandarin Oriental earnings per share + 34% 
m Shareholdings in strategic investments increased 
| "After an excellent year in 1988, we are optimistic about the further growth 
| of each of your Company's principal investments for 1989 and beyond.” 
| 
| SIMON KESWICK, Chairman 
| Hong Kong, 21st March 1989 
| [1988 RESULTS NODE 
| Year ended 31st December —— — 
1887 i 
HK$m HK$m d 
OR MORPHINE MOM MM EC E RC MMC CMM MOREM NL I MM CE DPA COE CE * 
Profit after taxation and f 
|. minority interests 875 | 524 | 
Extraordinary items | (43)  — 260 : 
| Shareholders’ funds 12,243 9060 — "n 
II CE CQ RM CC M M MES ee OUS MTM ROLE 


Dividends per share Ea ux ot. 8 
Preferred ordinary 0.50 0.50 |... 0086 . 


| Ordinary 0.18 0.15  . .... Q02.. 
E Net asset value per share 16.11 1.1933 ° 2:06 E 








| The register of Members will be closed from 24th to 28th April inclusive to identify those | 

| shareholders entitled to the proposed final dividend of Hk 11 cents per ordinary share and | 
He 35 cents per preferred ordinary share which will, subject to final approval at the Annual 
General Meeting to be held on 7th June 1989, be payable on 16th June 1989. A preferential 
dividend on the convertible cumulative preference shares. at the rate of 6596 per annum wili 
be payable on 28th April 1989 in respect of the year ending 30th Apri 1989. . 
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Jardine Strategic Holdings Limited 
incorporated in Bermuda with limited lability 


Jardine House. Hong Kong: Telephone: 5°8438388 Telex: 73255 umcHo ux. Facsimile: 5-200512 
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INDONESIA 


Students take up ‘small man’ cause in land disputes 


Stirrings on campus 


By Michael Vatikiotis in Jakarta 


ndonesia’s political waterg are being stir- 

red by localised"ncidents of dissent and 

protest. Land disputes in three areas of 
Java have prompted unusually sustained 
student protests, while an outbreak of rural 
unrest, said to be similar to February’s inci- 
dent in southern Sumatra, has been reported 
in the eastegn island of Sumbawa. The gov- 
ernment is responding in a hesitant and 
piecemeal fashion. 

The vigorous campaign mounted by stu- 
dents from Java's major universities has sur- 
prised observers in Jakarta. A decade of tight 
restrictions on campus politics was thought 
to have debilitated student organisations. 
Yet in the space of a month, organised 
groups have sprouted on campuses in East, 
Central and West Java as well as Jakarta. 
Many of the groups have mounted peaceful 
demonstrations outside government minis- 
tries and regional legislative assemblies. 

The focus of their protest is the plight of 
"the little people" against the authorities and 
big land developers. This in itself marks a de- 
parture, since what activity there had been 
was more concerned with conditions on 
campus and the education system. 

Shortly after the army's operation against 
an alleged extremist group in Lampung pro- 
vince in southern Sumatra in early February 
(REVIEW, 23 Feb. and 9 Mar.), more than 
1,000 students*from campuses across Java 
peacefully rhounted in Jogyakarta the largest 
student demonstration in years, to protest 
against what they called Indonesia's "violent 
society.” 

Simultaneously, the students helped 
bring to national attention three local land 
disputes by setting up solidarity groups on 
the issues. In East Java, students from 
Malang adopted the cause of labourers in 
Mojokerto who were being prevented from 
collecting sand along the Brantas river by the 
local authorities, while in Bandung, several 
activists went on hunger strike over a land 
dispute. 

But the most publicised dispute has been 
the plight of about 9,000 villagers in Central 
Java who are refusing to move from land cur- 
rently being flooded by a newly built dam. 
The US$283 million dam at Kedung Ombo is 
a World Bank-assisted project aimed at im- 
provingeconditions for smallholders and 
landless labourers in an area where, by the 
bank's estimates, 60% of incomes are below 
the po®erty line. But problems arose when 
the local government began moving the 
5,390 families from the area to be flogded. A 
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hard core of around 1,000 families refused to 
move saying the Rps300 (17 US cents) per m? 
offered as compensation for their land was 
insufficient. 

According to a 1985 World Bank report, 
an estimated Rps 2.6 billion was to be set 
aside by the Indonesian Government for 
"land acquisition." Human-rights groups 
calculated that the amount offered by the 
government to the people of Kedung Ombo 
was well below the amount that was sup- 
posed to be allocated to them. Moreover, the 
villagers of Kedung Ombo say the land set 
aside for their resettlement is not as fertile as 
their current site and is far removed from 
areas that will be irrigated by the dam. That 
land, say the villagers, already has been 
bought by "outsiders." 

The dispute has become a national issue 
with the help of the student solidarity 
groups. More importantly, said one human- 
rghts lawyer "it is a real 
people's issue," adding thatit 
brought students and other 
non-governmental groups 
and the local people together 
in arare show of solidarity. A 
one-day seminar on the 
Kedung Ombo case held at 
the Legal Aid Institute in 
Jakarta generated tough criti- 
cism of the government, 
which was accused of aban- 
doning cherished principles 
of national development and 
Pancasila (the state ideology). 

In the face of all this, the 
government's response has 
been less than firm and also 
has revealed a lack of unani- 
mity in the upper echelons of the bureau- 
cracy. Interior Minister Rudini's initial sym- 
pathetic response to a local Roman Catholic 
priest who wanted to set up a foundation to 
help 3,500 children affected by the dam, was 
contradicted by the governor of Central 
Java's veto of the idea. The governor's rebuff 
was the more embarrassing because heis Ru- 
dini's subordinate. 

Meanwhile, following several calls for the 
president to intervene, Suharto's response 
was that the Kedung Ombo area "used to be 
a stronghold of the PKI [the banned Indone- 
sian Communist Party], so there must be 
remnants who gave false information." In 
uncharacteristically direct and hostile re- 
marks, the president criticised people who 
"appear" to be helping the people but in real- 
ity are "actually pushing them down and 
causing them trouble." 
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Rudini: sympathy. 


To many people's surprise, the armed 
forces (Abri) have remained quiet on the 
issue. While the Kedung Ombo area has 
been sealed off and is closed to outsiders, stu- 
dent protesters approaching the site have 
not been dealt with roughly. Observers have 
noted the ease with which student groups 
have been able to organise protests. 

Students say they have drawn some en- 
couragement from remarks made by De- 
fence Minister Benny Murdani on several oc- 
casions recently, in which he has called for 
young people to show more initiative with a 
view to their role as future leaders of the na- 
tion. The newly installed commander of the 
Central Java region, Maj.-Gen. Wismojo 
Arismunandar, is also said to have shown 
tolerance towards the students. 

But Abri's apparent detachment towards 
the Kedung Ombo affair and other student- 
led protests, has not diminished the fear 
in some people's minds of a security 
clampdown if the protests go too far. Many 
are reminded of the rash of student demon- 
strations that swept through Java's cities in 
early 1978. Then too, the military kept out of 
the campuses, prompting speculation that 
they tacitly supported the students, but they 
later cracked down hard in the interests of 
the "national leadership." This time, how- 
ever, the military is without 
the special powers it enjoyed 
under Kopkamtib, the sec- 
urity apparatus dismantled 
in September 1988. 

Meanwhile, the Abri 
leadership is preoccupied 
with an outbreak of rural un- 
rest in a remote district of 
Sumbawa island in West 
Nusatengara province, about 
which so far few details have 
been provided. Rudini re- 
vealed that 45 arrests had 
been made in the Dompu dis- 
trict for stirring anti-govern- 
mentand ethnicunrest. Even 
more curiously, he said that 
links with the Lampung inci- 
dent had been uncovered and that “re- 
gionalism" was still a problem. 

Independent sources speak of possible 
unrest earlier this year in the area, which has 
been long prone to disturbances because of a 
volatile syncretic mix of Islamic and Hindu 
faiths. The weekly news magazine Editor re- 
ported arrests in the area of people accused 
of delivering anti-government sermons in 
mosques, suggesting Muslim extremist in- 
volvement. 

But in contrast to Lampung, where a 
press conference was given immediately 
after the operation, the Dompu incident has 
been cloaked in secrecy. After the press was 
told not to publish the story in mid-March, 
nothing further has been heard. The Abri 
leadership is said to be preparing a full report 
on the incident and has so far denied reports 
of about a dozen deaths. a 
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nowing ,what you can achieve 
epends on knowing whom you 
an trust — a capable private- 
anking partner who looks after 
yur assets while you enjoy the 
enefits. And when the feeling 
~ success has worn off, you'll 
alize that the whole operation 
was an exercise in safety. 
public National Bank's 


LN qe sail REPUBLIC 
financial achievement is built. NATIONAL BANK 
Republic National Bank. OF NEW YORK 

A matter of trust. (SUISSE) S A 
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A SAFRA BANK * 


e 
HEAD OFFICE: 2, PLACE DU LAC : GENEVA - BRANCHES: 1, VIA CANOVA - LUGANO - SARNIA HOUSE - ST. PETER PORT: GUERNSEY 
IN THE FAR EAST, CONTACT: R.N.B. SINGAPORE - TEL. (65) 2240355 - R.N.B. HONG KONG - TEL. (852 -5) 266941 
SAFRA REPUBLIC GROUP: PARIS : MONTE CARLO - LUXEMBOURG : GIBRALTAR - GUERNSEY 
REPUBLIC NATIONAL BANK GROUP: NEW YORK : MIAMI: LOS ANGELES - BEVERLY HILLS : CORPUS CHRISTI : MONTREAL : NASSAU : CAYMAN ISLANDS : LONDON - MILAN - BEIRUTg HONG KONG 
SINGAPORE : TAIPEI - TOKYO : BUENOS AIRES : SANTIAGO - MONTEVIDEO : CARACAS : MEXICO CITY : PUNTA DEL ESTE - SAO PAULO 
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THE BEAUTY OF THE PHILIPPINE 


7] A world you didn't think 4 
existed. But it does, right here 
the island paradise of El Nido. Where tro 


cal nights rain stars. Dazzling blue wat 
beckon to the pristine white sands bleach 





ven whiter by the sun. And coconut trees bend 
o listen to the waves. Where life is an idyll and 
miles are dreamy. 

2n Philippine Airlines, the sun shines through 
jn every flight. Forget all worldly concerns and 


bask in the sunlight of the warm smiles and 
caring ways of our flight stewardesses, Trish 
and Michelle. It's almost like paradise. 
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The legend unfolds. in Singapore. 





THE ORIENTAL 
SINGAPORE 


The Oriental Bangkok and personal service and elegant 
Mandarin Oriental Hong Kong have each accommodation that are the essence of 
become a legend, recognised the legend is captured here. 
internationally as the finest hotels Set amid spacious parkland, just 
in the world. But now minutes from the heart 
they are no longer alone at the top. of the city and commanding 
Fortunately they are joined spectacular harbour views, . 
by their sister hotel, The Oriental is perfectly 
The Oriental Singapore. poised to introduce 

The same impeccable you to the legend. 


MANDARIN ORIENTAL. 
" THE WORLD'S FINEST HOTELS 


e 
The Oriental: 5 Raffles Avenue, Marina Square, Singapore 0103. Tel: 338 0066, TIx: 29117, Fax: 339 9537. 
Bangkok * Hong Kong « Jakarta * Macau * Manila « San Francisco » Singapore * The Excelsior, Hong Kong (Associate). 
Reservations: Hong Kong (5) 486606, Singapore 339 0033, 339 0066 (Kuala Lumpur toll free), your travel agent, 
*TIhe-leadincHotels of th&World or Utell International. 
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Traveller’s Tales 


he quality of East Asia’s manufac- 
tures is rarely matched by the qual- 
ity of the prose that sells them. Take 
the excellent cars produced by 
South Korea’s Hyundai: the company re- 
cently distributed a flyer which outlined the 
procedure to be followed when buying a car: 


Have You Driven A HYUNDAI =-= Lately ? 


initially 
Purchase of 
Atomo 


tive 
tact 
Mr. Kim 
Tel. 

244-0005 7 









Insurance 
of Your 
Automotive 
Now We Solve Your 
Automotive Problem immediatley 
HYUNDAI Car is 
1. Reasonable Price 
2. Newly Designed 
3. Easily Purchasing of Assembly 
4. After Service is very Quick 
5. Exporting All over the Contry World 
Car 
6. Economical in Feul Consumption. 


And, the growing reputation of Korean- 
made goods for reliability took a bit of a set- 
back with a recent advertisement published 
in a motoring catalogue: 


For Liable Automotive Parts 
& Profits, You Can Contact 


Instructions for use written in cryptic Jap- 
lish are common enough and feature reg- 
ularly in this column, but rarely could they 
result in any positive danger to the user 
(though I still don't see why manufacturers 
making products for export cannot afford to 
pay a few yen to a needy foreign student to 
render their blurbs comprehensible). But 
Robert Leslie in Australia recently received a 
shipment of machine tools from a very large 
Japanese corporate giant, and one of the 
pages from the Installation Manual read: 


3. Check depacking 


1). Depend on installation shcedule, 
depacking shall be done from 
necessary parts. 

2). After depacking, it shal? be checked 
accordance with contents list. 

3). Have to check damage and 
rusting situation. 

4). After depacking, have to check, 
is there remain which small parts are 
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dropped or broken? Then crates 


shall be thrown. 
3). Packing of electricity shall be kept 
inside of factory as soon as possible. 


Pity the poor fitters who were required to 
throw crates and pack electricity. 


Onalighter note, a well known brand of Ja- 
panese zip fasteners purchased by Gerrit van 
Rhee offers advice to the overweight: 


* Close the zip- 
fastener for 
washing. 


vperation, 

apply paraffin- 
wax softly on to 
zip-fastener 
elements. 





One Japanese manufacturer also has diffi- 
culty with French, producing a garlic paste 
recently purchased by Bill Davies in Hong- 
kong which was labelled PATE D’ALL — by 
which presumably they meant d'ail. And, 
wonder of wonders, they made the paste 
without a clove of garlic. 


GARLIC PASTE 
(PATE D'ALL) 


FRESH GINGER, SALT, VINEGAR 
DISTRIBUTED BY 
DAIEI,H,K,LTD. 
201 1-12 HANGLUNG CENTER 
2-20 CAUSEWAY BAY 
PRODUCT OF JAPAN 


ITEM NO HKD-0066 


Chattering with friends is apparently a 
suitable occupation for a young woman, ac- 
cording to the makers of a pair of Japanese 
scissors purchased for Rhonda Buckler by 
her husband while on a business trip from 
Australia to Japan: 
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® 
e Anyway she appreciated his gift — of a 
tool to match her feelings. 


Browsing thrgugh thepages of arecent edi- 
tion of the Japanese men’s magazine Tarzan 
(whose slogan in English is “The Magazine 
That's Fit" — which is a bit of a puzzle in it- 
self), looking for ideas for presents, Brian 
Cuthbertson spotted this curious ad: 


JOY JACK, 


SACK. Se tERRUSBHID HS. 


Change About Me. 


man's tace is showing his fascination more than a 
For the comming of the fortunate moment. CHANGE 


ABOUT ME. IT’S JOY JACK. 





The copy above the illustration reads: 
Sophisticated man's face is showing his fas- 
cination more than a well tailored tuxede. 
For the comming of the fortunate moment. 
CHANGE ABOUT ME. IT^ JOY JACK. 

Only after careful study is it possible to es- 
tablish that the product advertised is a hair 
tonic. 


The story goes that Australian Prime 
Minister Bob Hawke visited a Sydney restau- 
rant accompanied by several of his fellow 
cabinet members. When they were seated, 
Hawke ordered a prime steak of Australian 
beef, rare. "Certainly, sir," said the waiter. 
" And what about the vegetables?" 

"They'll have the same," said Hawke. 

A less apocryphal version of the same 
story comes from a reader in Tokyo who 
went to a trendy new Italian restaurant in 
Aoyama, named La Patata. He was de- 
lighted that the menu confirmed that you are 
what you eat. One item read: 


bollito di verdura Y1500 — 

$e | 
[for those of our customers 
who are vegetables e 


we are able to offer a plate 
Qf hot mixed vegetables] | 

















Two extra inches of elbow room for every window seat 
is just one of the little ways the MD-11 will make a big 
difference in passenger comfort. 

In designing an all-new interior, we kept in mind 
the rigors of a 14-hour flight. The need for leg room. 
Elbow room. Room in general. Comfort in particular. 

Thats why the MD-11 has 50 percent more overhead 
storage space for carry-on luggage. State-of-the-art passenger 
entertainment capabilities like an advanced sound system. 

A zone-controlled air-conditioning system. Bigger windows for 
a better view. A quieter interior. And more exclusive extras that add 
up to a more comfortable plane. And a more comfortable passenger. 

We*know that during a long ride, those are the extras that can 
make all the difference in the world. 


MCDONNELL DOUGLAS 





NEW FRONTIERS 
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IN TECHNOLOGY 


Japan joins queue for the Orient Express 


Ready for take-off 


By Bob Johnstone 


n his 1986 State of the Union address, then US president Ronald 

Reagan promised “a new Orient Express that could, by the end 

of the next decade, take off from [Washington’s] Dulles Airport 

and accelerate up to 25 times the speed of sound, attaining low 
earth orbit or flying to Tokyo within two hours.” Three years later itis 
evident that, as so often, the Great Communicator was trying to have 
his cake and eat it. 

The idea of a dual-purpose space plane, one with the ability to 
drop off a satellite on its way across the Pacific, was always a non- 
starter. On a craft capable of blasting its way into space, 90% of availa- 
ble space would be taken up by fuel. That does not leave a lot of room 
for passengers. Airliners, by contrast, have to be capable of flying 
little old ladies around, and little old ladies typically do not like being 
squashed into the backs of their seats by 
huge forces of acceleration. 

What has happened since Reagan pro- 


On other pages 


rockets and the Space Shuttle. The other is the high-speed commer- 
cial transport, a supersonic craft (faster than the speed of sound, but 
below Mach 5) that would be the technological successor to the 
Anglo-French Concorde and a possible replacement for the jumbo 
jet. 
| Actively pursuing the development of the space plane are the US 
Department of Defence and the National Aeronautics and Space Ad- 
ministration in a joint programme which has already spent almost 
US$700 million of a projected US$3.3 billion budget. Trying to drum 
up support for the development of high-speed transports are various 
groups, including Boeing and McDonnell Douglas, British Aero- 
space, Aerospatiale, Messerschmitt-Boelkow-Blohm, and a consor- 
tium of companies led by Japan's Ministry of International Trade 
and Industry. 

A series of studies undertaken by these 
groups shows that, by the turn of the 


posed the idea is that the Orient Express Space id is. 7 ^» century, the market should be able to 
has polarised into two more or less com- spaceplane2. «eere support supersonic aircraft in regular 
pletely separate concepts. .One is the Spaceplane3 nsss 45 scheduled service to many pars of the 
space plane, a hypersonic craft (faster Superconductors sesse 49 world, particularly to and from Asia, 
than five times the speed of sound, that IEvelgpEDPIME Loerseserereee nere rimo sc) 52 where passenger volumes are wing 
is, Mach 5, about 6,400 km/h), the primary EASE T MENE EEA ENSET 56 fastest — at around 11% annually. By 
purpose of which will be to park satellites in MD DE D Nae E Y 60 2000, some estimates predict, transpacific 
orbit; that is, a replacement for expendable traffi@will have overtaken transatlantic. The 
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They stand as a mystery on the landscape. A marvel into an extraordinary flat-screen high-resolution LCD TV that's 
of seeming herculean effort. And a towering tribute to the So tiny, it fits in the palm of your hand. Or transforming 
spirit and vision of their creators. ourselves into the world's leading printer 
It is with the same willingness to follow a seemingly manufacturer. 
impossible idea that Epson have grown to be a company of Looking back in time or towards the 
innovative prod&cts and technologies. Our open curiosity future, we can't help but notice an 
has led us to design the first printer small and fast enough outstanding phenomenon. Give an idea 
to work in a calculator. A desktop performance computer lots of headroom and = == 
compact enough to fit into a briefcase. And a wide selection a solid base and you ^^ 5 => í— 
of IBM* PC compatible computers that are as easy to use never know what T A o =F 
as they are to afford. you might um = E TTE AS 
Of course, such feats are not accomplished solely by come up with. cL = —— ^ 
: f 3 EE A P4. 4 i B) 171 11 0 NEN (1 1.1.2 URN 
our imaginative spirit. As with a magician's sleight of hand, |" SRELREIUT EU ais 
Epsons precision technologies are behind each innovative erm rovs E EE Meses erreur utter un me S bir ms 
leap. Like turning our early work with liquid crystal displays International Business Machines Corporation EPSON. Where anything is possible. 


EPSON 


SINGAPORE. EPSON SINGAPORE PTE LTD. No. 1 Raffles Place #26-00, OUB Centre, Singapore 0104. Tel: 5330477 (8 lines), Fax: 5338119, Telex: RS39536 EPSONS. HONG KONG. EPSON ELECTRONICS 
TRADING LTD. 25/F, Harbour Centre, 25 Harbour Road, Wanchai, Hong Kong. Tel: 5-8314600 Telex: 65542 EPSCO HX. TAIWAN. EPSON ELECTRONICS TRADING LTD. 10F, No 287. Nanking East Road, Sec 3. 
Taipei, Taiwan R.O.C. Tel: (02) 7177360 Telex: 24444 EPSON TB. BANGLADESH. FLORA LIMITED. Dhaka 2, Bangladesh. Tel: 231950. Telex: 642418 DOCI BJ. INDONESIA. P.T. SARANA HITECH SYSTEMS. 
Jakarta 12920, Indonesia. Tel: 5782010. Telex: 62766 MEDATAIA. MALAYSIA. EQUATRON (MALAYSIA) SDN. BHD. Petaling Jaya, Selangor, Malaysia. Tel: 7558322, Telex: 39840 ETRON MA. PAKISTAN. ABM 
DATA SYSTEMS LTD. Karachi-46, Pakistan. Tel: 5460483 Telex: 23431 ABMDS PK. PHILIPPINES. U-BIX CORPORATION. Metro Manila, Philippines. Tel: 218-7501/5, Telex: 23120 UBX PH. SRI LANKA. 
COMPUTERLINK DATA SYSTEMS LTD. Colombo 2, Sri Lanka. Tel: 28641/2; Telex: 22455 COLINK CE. NEPAL. MERCANTILE OFFICE SYSTEMS. P.O. Box 876, Durbar Marg, Kathmandu, Nepal. Tel: 220773. Telex: 2263 
METRA NP, Fax: 977225407. THAILAND. SAHAVIRIYA INTERNATIONAL COMPUTER CO. LTD. Bangkok 10500, Thailand, Tel: 2360295, Telex: 87112 SIC TH. 


. IBM® is a registered trademark of International Business Machines Corporation. 









name Orient Express was chosen to symbolise this shift. 

But, despite such apparently rosy commercial prospects, there are 
still very high risks associated with building supersonic aircraft, too 
great probably for any one company or country to contemplate. 
Spreading the risk is one reason why the Japanese are promoting the 
idea of an international consortium. Another is that, in such a consor- 
tium, by virtue of their economic and technological clout, the Japan- 
ese would be able to take part on equal footing with the other mem- 
bers. 

Building a supersonic airliner will require an aggressive program- 
me of research. But it will be a piece of cake compared to building a 
hypersonic space plane, an endeavour that will push all aviation 
technologies — aerodynamics, propulsion systems and, particularly, 
materials — far beyond their current levels. (Which is one reason why 
the US, ever in pursuit of the absolute state-of-the-art, wants to build 
it.) 

A reusable space plane’s engines and outer surfaces will have to 
be strong enough to withstand repeatedly extremely high tempera- 
tures. As candidates for such applications, entirely new categories of 
materials — exotic alloys, and composite metals and ceramics — have 
emerged. Making such materials will demand much of the manufac- 
turer. They are not fabricated or formed like conventional materials. 





SPACE PLANE 1 


Ever higher, 
faster and 
more costly 


any of the world’s fastest aircraft have been around fora long 

Bg time. The Anglo-French Concorde, which flies at twice the 

speed of sound (Mach 2, around 2,240 km/h), has just cele- 

brated its 20th anniversary. The fastest plane in active service, the 

Lockheed SR-71 Blackbird, which has a top speed of around Mach 

3.2, has been the mainstay of US Air Force (USAF) reconnaisance mis- 

sions for even longer. The speed record for a piloted aircraft — Mach 

6.7, around 7,040 km/h — was set by the rocket-powered Lockheed 
X-15 way back in 1967. 

Since then, there has been a hiatus “while the world," as Wall 
Street's leading aerospace analyst, UBS Securities Wolfgang De- 
misch, elegantly puts it, "pursued the ballistic distraction." Concen- 
trated, that is, on building expendable rockets and rocket-based 
vehicles like the space shuttles of the National Aeronautics and 
Space Administration (Nasa) at the expense of aircraft. In the interim, 
the aerospace industry's supersonic experience base has aged. 
"We're facing a major loss of skill and know-how," Demisch says. 

Meantime, however, the world has 
grown richer. Ultra high speed flight is not 
out of reach financially if there is sufficient 
demand for it. Where would that demand 
come from? Initially from the military, cur- 
rently the largest section of a global aero- 
space market worth around US$200 billion 
today. The attraction of an aircraft capable 
of flying at, say, six-times the speed of 
sound from a strategic point of view is that 
it would be able to get anywhere in the 
world within four hours — "fast enough 
for it to matter." 

Such high speed would also enable 
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Jumbojet vs supersonic transport 
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They will therefore need large investments in production capa 

In addition, if they are to meet the space plane's specifications, 
new materials will require meticulous attention to detail through 
manufacture and testing. Under the present unfavourable financial 
and business conditions in the US, traditional air industry suppliers 
are apparently unwilling or unable to make the necessary commit- 
ment to tool up to meet these requirements. n 

That is why the Defence Department is turning to Japanese firms, 
and encouraging them tp become a source of supply. The Japanese 
are in many cases eager to comply with the American request, not so 
much because they see space planes as a big market (it will not be, in 
the foreseeable future at least), but rather because they recognise an 
invaluable opportunity to test their material® against real applica- 
tions. Once proven and perfected, the Japanese believe, their pro- 
ducts can then be adapted for usein other, much larger markets, such 
as the car industry or the civil aerospace industry. : 

Japanese companies such as Mitsubishi Heavy Industries are al- 
ready large suppliers of components to Boeing and the rest. The ex- 
perience they derive from making materials and partg for the space 
plane will undoubtedly put them in a much stronger position when it 
comes to building future generations of aircraft, whether supersonic 
or not. 7 


planes to elude radars, which have no bother picking up slower air- 
craft such as the SR-71 every time they fly over countries such as 
North Korea. Demisch reckons that hypersonic bombers, airlifters or 
spy planes could be developed well before the turn of the century. 
Makers could expect to sell 20-30 of them at US$200-300 million a copy 
(a snip compared with the subsonic radar-evading Northrup B-2 
“stealth” bomber, 132 of which the USAF plans to buy at a cost of at 
least US$500 miliion each). 00v 
More and more people are travelling by air. Forecasts have pass- 
enger volumes at least doubling by the end of the century and co 
tinuing to expand rapidly thereafter. Against this background, De- 
misch says, "there are really no issues to discuss — the markets are 
obviously there." He points out that the saving in time that super- 
sonic airliners will bring has been "seriously undervalued." E. 
This is especially so on transpacific routes. Whereas Concorde 
cuts the time it takes to get from London to New York by half, tromsix 
to three hours, the proposed new generation of supersonic trans- 
ports would slash flying time between Los Angeles and Tokyo by 
two-thirds, from 12 hours to four. “It is highly désirable to have a. 
high-speed flight on those routes," Demisch says. 
Concorde has had a long history of unprofitability. Only within 
the past couple of years has it managed to struggle into the black and 
even then, only by operating as a rich man's aircraft charging pre- 
mium fares. Demisch believes that the same would not be true of à 
new generation of supersonics. The key would be to minimise layov- 
ers, by keeping the planes in the air as much as possible. "Ideally," he. 
says, "[you would] never let them cool down." The same aircraft 
could do a round trip in the time that it would take a jumbo jet to go- 
one way. (Although this would be good from an airline's point of 
view, it would not necessarily be so wonderful from an aircraft 
maker's, since only half as many aircraft would be required. But bear 
in mind that overall demand is growing.) 
With the civil aviation market rapidly | 
expanding from around US$40 billion a. 
year now, the revenues are there to justify - 
supersonic airliners. A study by the So- - 
ciety of Japanese Aerospace Companies ` 
predicts demand for them by the begin- 
ning of next century of 500-1,000 (Boeing - 
has sold around 800 of its 7473 since the < 
plane was introduced 19 years ago). But, 
Demisch cautions, that does not mean 
that the development of a high-speed 
commercial transport will be easy to- 
fingnce — as with Concorde, govern- ~ 






. ments will probably have to bear most of the development costs. 
,. Ofthe three markets for ultra high speed flight, Demisch believes 
«that the largest will undoubtedly be space. A space plane which could 
- ferry satellites into orbit would offer big economic advantages, for the 
obvious reason that it would not have the huge losses incurred by 
- having to throw the booster rockets away after each launch, as is now 
. the case. 
The satelite business would undoubtedly be vastly bigger if there 
-~ were a reliable, low-cost method of launching them. Today, it costs 
~ US$3-4,000 to deliver 450 g of payload into orbit. Hefting 40 tonnes of 
payload outside the Earth’s atmosphere takes a space shuttle plus 
< booster rocket combination weighing 600 tonnes. Estimates reckon 
-that a space plane wuld cut launch costs by 80-90%. 
. In addition to cost, space planes have other attractions, too. Get- 
ting a fresh expendable booster ready foreach launch is time consum- 
ing as well as expensive. A reusable plane could halve turnaround 
_ time between one launch and the next. There is also the advantage of 
: flexibility: the space plane concept calls for it to be able to take off and 
_land on conventional runways. The shuttle is effectively restricted to 
_ two specialised launch complexes. 
_ The US effort to build what is now known as the national aero- 
_ space plane (NASP), also known as the X-30, began with a two-year 
feasibility study in 1984-86. This has been followed by a three-year 
<= programme of research and development, funded with some 
-= US$688 million of US taxpayers’ money (more than 70% of which has 
= come from the Defence Department, the 
< rest from Nasa). This programme, accord- 
-> ing to its director, Robert Barthelemy, now 
.- has5-10,000 employees. 
5o Attheend of next year, a decision will be 
~~ made on whether to build two X-30s for 
demonstration purposes. To be ready by 
*. 1996 and costing perhaps as much as US$17 
—- billion, the planes would be capable of soar- 
. ingtoaltitudes above 100,000 ft and cruising 
.. atspeedsofupto Mach 10. If the X-30 is suc- 
= cessful, the programme's long-term goal is 
< by early next century to build a fully fledged 
-— Space plane that can accelerate to Mach 25 
~ and attain low Earth orbit. 
= Whether this goal is practicable is impos- 
- sible to predict. In attempting to achieve it, Barthelemy said recently 
in San Francisco? “we must make significant advances in every tech- 
.. nical field.” In aerodynamics, for example, even Nasa's sophisticated 
wind tunnels conk out around Mach 8. Beyond that, if researchers 
want to predict what happens to air flowing over a particular design 
: when it goes through turbulence, they have to rely on computa- 
." tion. 
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complex that they take up, according to Barthelemy, fully 

“30% of [US national] supercomputer capacity." No fewer 

A than 10 Cray supercomputers are reportedly crunching NASP-related 

- . numbers, but even at speeds of billions of operations a second, some 
calculations take several hours to perform. 

E A set of related problems with a similarly insatiable appetite for 

^. computer time concern the propulsion systems that will power the 

X-30. Innovative types of engine known as ramjets and supersonic 

. combustion ramjets ("scramjets") are at the core of the space plane 

- project. Indeed, if it had not been for a set of concepts developed by a 

small jet engine builder called Du Pont Aerospace demonstrating the 

feasibility of a scramjet-powered hypersonic aircraft, the project 

might never have started. 

.. The key to hypersonic flight is to use the air, not fight it. The roc- 

. kets which punch Nasa's space shuttle into orbit run on liquid fuel, 

^A which is heavy, accounting for some 75% of the craft's weight. Four- 

^. fifths of that fuel is liquid oxygen. Since oxygen makes up 20% of the 

^ Earth's atmosphere, the shuttle has been compared to a fish which 

^ needs to carry around a canteen of water in order to swim. The clever 


T he problems in fluid dynamics that have to be tackled are so 
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way around this redundancy isan engine that breathes air, extracting 
the oxygen from it in much the same way as our lungs do. 

A jet engine works by compressing inflowing air, then heating it 
by burning fuel. The hot air expands as it escapes (in the form of a jet, 
hence the name) out the engine’s exhaust, generating the thrust that 
drives the aircraft. A conventional jet engine uses a turbine at its inlet 
to compress the air. Ram and scramjets, by contrast, rely on the 
plane's forward motion to force air at high speed into a specially 
shaped tube at the mouth of the engine. (In case you are wondering 
how the ramjet gets up to the necessary operating speed in the first 
place, the answer is that it cheats, by using a built-in turbine to begin 
with, then switching over later.) 

The difference between a ramjet and its more powerful relative is 
that the ramjet's ducts are designed to slow the incoming air suffi- 
ciently for it to be mixed with fuel and ignited. Above Mach 6, how- 
ever, the airin the combustion chamber becomes so hot that the fuel is 
expelled before it can be completely burned. 

A scramjet avoids overheating by allowing the air to flow through 
it at supersonic speeds. The trick now is getting the fuel to ignite 
quickly enough. Conventional fuels like kerosene are too slow, sode- 
signers have to turn to fast-burning (but bulky) liquid hydrogen. A 
second consideration is that scramjets need a very long air inlet. This 
in turn requires that they must be designed into the fuselage itself 
rather than bolted on afterwards like conventional engines. In effect, 
the entire aircraft becomes one big engine, the underside of its nose 
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acting as the inlet and its afterbody as the nozzle producing the 
thrust. 

Athypersonic speeds, the insides of the space plane's engines will 
have to be able to withstand temperatures of up to 3,200°C; its fuse- 
lage — especially the nose and leading edges — of up to 1,800°C. 
Some of this heat can probably be absorbed by a complex active cool- 
ing system which would circulate the hydrogen through pipes built 
into the aircraft's structure. For the most part, however, the plane 
would have to depend on ultra-tough, heat-resistant materials. 

In addition to high heat resistance, these materials will also have to 
be easy to fabricate and able to withstand repeated use. Developing 
them represents perhaps the greatest challenge materials scientists 
have ever faced. Candidates for the task include new lightweight- 
but-high-strength alloys like titanium aluminides and composites 
like carbon-carbon. For added strength, these can be reinforced by, 
for example, ceramic whiskers and fibres. Much of the basic research 
on these materials has been done. The question is now whois going 
to develop and produce them. 

NASP contracts thus far have gone mainly to three airframe mak- 
ers, General Dynamics, McDonnell Douglas and Rockwell Interna- 
tional (US$25.5 million each), and two engine builders, Pratt & Whit- 
ney (US$110 million) and Rockwell subsidiary, Rocketdyne (US$85 
million). An unprecedented feature of the programme is that all five 
companies are collaborating on the development of, and sharing in- 
formation on, materials. 

Such close ties give an inkling of the difficulties the contractors 
face. They also symbolise the fact that NASP is a national project, 
which has potentially important consequences for the future of the 
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US aerospace industry — now one of only two US manufacturing in- 
dustries with a positive trade balance — riding onit. "If another coun- 
try demonstrates NASP-type technology first,” a Pentagon spokes- 
man warned Congress, “the risks to the nation from an economic and 
national security perspective are staggering.” 

Other countries are certainly interested in building space planes. 
British Aerospace and Rolls-Royce came up with one of the first, 
Hotol — for horizontal take-off or landing — which incorporated a 
revolutionary design for an air-breathing engine. Despite having its 
funding cut by the British Government in July 1988, Hotol is still sol- 


diering on under private investment. 

W a two-stage hybrid space plane launcher known as Sanger. 
| Piggybacking a small orbiter on a supersonic (Mach 4.4) air- 

craft, the Messerschmit-Boelkow-Blohm design could subsequently 

be modified for service as a commercial transport. 

Last September, at the first international conference held on 
hypersonic flight, Japan’s Science and Technology Agency gener- 
ated much interest by proposing an ambitious research and develop- 
ment programme involving a consortium of six firms that reckon they 
could have a space plane ready for introduction as early as 2006. 

Commenting on the Japanese 
initiative, Robert Williams, former 
head of the NASP programme, noted 
that “the national Japanese super- 
computer capability and design ex- 
pertise will result in a competent de- 
sign; propulsion studies and initial 
experiments indicate a high degree 
of creativity in their technology.” 
Barthelemy describes the proposal 
as “very aggressive.” Sceptics point 
out, however, that, despite much 
discussion, funding for the pro- 
posal has yet to be agreed by the Ja- 
panese Government. 

By contrast, funding for Japan’s 
research to develop the necessary 
technology for a supersonic airliner 
will start flowing shortly. Three 
items are listed in the government's 
budget for fiscal 1989: propulsion 
systems (US$240,000), a configura- 
tion study (US$480,000) and mate- 
rials (US$2.4 million). This is just the 
first tranche of a total of which could 
reach several hundred million US 
dollars over five years. Matching funds are expected to come from 
participating companies. 

Some observers believe that such efforts indicate that the Japanese 
are planning to build a supersonic airliner by themselves. “By 
the time Boeing and McDonnell Douglas figure out what they're 
doing," says one, "it'll be too late.” But Japanese in both government 
and industry vehemently deny that they are contemplating 
going solo (though, despite their lack of experience with supersonic 
flight, they are confident that they have the necessary technical 
skills). 

Rather, they believe that financial and marketing requirements 
dictate the formation of an international consortium. A Ministry of In- 
ternational Trade and Industry-sponsored study carried out by the 
Society of Japanese Aerospace Companies in 1987 estimated that de- 
mand for supersonic transports will be 600-700 aircraft. With the 
multi-billion-dollar development costs and consequent high risk in- 
volved in developing a new airframe, especially one as advanced as 
the current proposals, the Japanese reason that there is room for only 
one design. 

Hence the proposal to form a consortium which the Miti minister, 
Hiroshi Mitsuzaka, put to his British and French counterparts on a 


est Germany has sunk US$15 million into a project to build 





6 APRIL 1989 





Contemporary jet engine: new designs needed. 





European trip in February. This, however, would be a consortium 
with a difference. In the past, Japan has participated i in international 
aerospace development projects as a junior partner. This time, with 
their financial muscle, advanced materials technology, strength in 
microelectronics, supercomputer capability and manufacturing pro- 
wess, the Japanese want in as equals. 

Who would the other partners in such a consortium be? In 
Europe, Aerospatiale, British Aerospace and Rolls-Reyce are pos- 
sibilities. They are now reportedly seeking US$555 million in govern- 
ment backing to build a follow-up to the Concorde. In the US, the ob- 
vious candidates are Boeing and McDonnell Douglas. Two years ago, 
under contract to Nasa, the US companies outlined what a new gen- 
eration of supersonic aircraft will have to be capable of. 

The design objective was a transport capable of carrying 300 pass- 
engers — twice as many as Concorde — 12,000 km and landing at 
existing airports. The study focused on Mach 3.2, the upper limit of 
kerosene fuel. Anything faster would require liquid hydrogen, for 
which there are no facilities at existing airports. 

Even to achieve Mach 3.2, however, the aircraft's jets would have 
to run up to 60% more efficiently than current engines. Structural 
materials would be chosen to minimise weight and be capable of 
withstanding temperatures of up to 500*C. The most likely candi- 
dates were advanced metal matrix 
composites based on either 
aluminium or titanium. 

How much more expensive it 
would be to travel on such an air- 
craft is still too early to tell. Some es- 
timates have ticket prices exceeding 
those of subsonic aircraft by as 
much as 15%. Others suggest that 
new lightweight materials such as 
intermetallic compounds could en- 
able a commercial supersonic air- 
liner to fly from San Francisco to 
Seoul at 80% of current operating 
costs. 

The question of costs is a crucial 
one. As Baring Securities’ Simon 
Hookway points out: “Technology 
does not sell civil aerospace, lower 
cost per seat does.” Airlines and not 
governments wil? be the biggest 
customers for supersonic jets, and 
airlines, unlike governments, are 
acutely price sensitive. 

An even bigger question mark 
hangs over the environmental ac- 
ceptability of supersonic transports. The two big problems are the 
loud boom that planes like Concorde make when they fly faster than 
Mach 1, and the damage to the ozone layer that emissions from their 
successors' engines could cause. 

Hookway estimates that the principal market for supersonic 
transports is long-haul routes like New York to Tokyo. But these 
would require only some 80 aircraft. For high-speed commercial jets 
to be a realistic proposition, they need to be able to service the much 
larger market for medium-haul routes like New York to San Fran- 
cisco. The trouble is that most of these routes are over land. 

Design innovations under study that could considerably reduce 
the boom include a rounded nose (instead of a Concorde-style nee- 
dle), and flattened fuselage surfaces. A possible solution to the ozone 
layer problem would simply be to fly above it (but that might necessi- 
tate a faster cruising speed than Mach 3.2). 

Given the financial, technical and economical hurdles still to be 
overcome, it now looks very much as if the earliest we can expect to 
see the supersonic version of former US president Ronald Reagan's 
Orient Express in service between Washington and Tokyo is 
around the middle of the first decade of the 21st century. 

. = Bob Johnstone 
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Japan's chance 
to catch up 
in aerospace 


: By Bob Johnstone 


SPACE 





he attempt to build a hypersonic aircraft highlights the differ- 
ent ways that Americans and Japanese define national sec- 
: urity. For the US, the issue is to maintain military superiority. 
-For Japan, it igto maintain industrial competitiveness. 
~~ The US national aerospace plane (NASP) project is taking place 
. against a background of two complementary macro-trends. Budget 
_cuts mean that US prime aerospace contractors are being asked to 
` take on research costs and risks that the Pentagon is no longer will- 
-ing to absorb. Under present adverse business conditions in the 
-US such as high interest rates, there is no way to mitigate those 
.« Meanwhile, Japanese companies — especially in the chemical, 
` textile and metal-making and metal-bashing industries — are pour- 
_ ing money into research. Their aim is to restructure to meet the future 
<`- needs of their existing clients, and diversify to meet the needs of new 
ones. Nippon Steel, for example, says that when Toyota and Honda 
-change the materials they use to make cars, it wants to remain their 
principal supplier. If that means learning how to make plastics as well 
“as metals, then so be it. A benevolent financial climate — the cost of 
+ capital in Japan is around 6-7% a year vs 13% plus in the US — allows 
= them to make the investment necessary to restructure with relative 
. impunity. 
:.. hn few fields has Japanese corporate spending been more prolific 
<> than on preparations to produce advanced materials. The result is 
= that, in several important areas of that field, Japan already leads the 
© world. 
The NASP project is where the two trends converge. Building a 
= space plane is goihg to take a whole set of new materials with proper- 
= ties far beyond anything in existence today. Making them will require 
< a radically different approach to every aspect of the production pro- 
-- cess. US companies are by and large unwilling or unable to make the 
< investment necessary to adopt that approach. When the call went out 
_. for samples for the Nasr last year, not one of the primary metal pro- 
.. ducers in the US responded, whereas Japanese companies submitted 
-. high-quality samples in a matter of weeks. Despite the relatively 
. small amounts of materials likely to be involved, Japanese firms are 
-- evidently falling over themselves to sign up as NASP suppliers — and, 
> for want of a better alternative, the US Government is encouraging 
.; them. 
Last October, a high-ranking NASP team toured Japanese aero- 
^. Space companies, assessing the prospects for economic and technical 
cooperation on the project. In February, a Defence Department 
= technology assessment team visited Japanese materials suppliers, 
= and were impressed with what they saw. The Pentagon now plans 
-«, toencourage US companies and — significantly — the department's 
= own laboratories, to take advantage of the Japanese materials capabil- 
i 


















` What this means in the short term is that the US will probably be 
;. able to build its super-plane. In the long term, however, asa direct re- 
~~ sult the stimulus that participating in the NASP project — and other 
= Pentagon and National Aeronautics and Space Administration pro- 
.. gramme§ — will provide, the US could face a much-enhanced Japan- 
-. ese challenge, initially in the materials and components sector, butul- 
<> timately to its entire aerospace industrye 
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Not that the aerospace industry itself is the prime target. Rather, 
the Japanese Government — in the shape of the Ministry of Interna- 
tional Trade and Industry (Miti) — and industry believe that ad- 
vances made initially for aerospace will ultimately have considerable 
implications for a whole range of other industries such as cars, energy 
and housing. Miti sees the market for new materials quadrupling in 
value between now and the end of the century, to around ¥4 trillion 
(US$32 billion). 

The creative, largely intuition-dependent ability to relate the 
physical possibilities of a material to practical functions has long been 
a Japanese weakness. The benefit that Japanese companies stand to 
get from their access to top US defence laboratories is that they will 
learn about potential applications early. Once they know what a 
material is good for, how their version of it shapes up, and what 
needs to be improved to make it work in a particular application, the 
Japanese will be off and running. Thus, research done in the US for 
defence purposes could quickly emerge in Japan for commercial 
ones. | 
As an example of Japanese superiority in the commercialisation of 
materials intended primarily for aerospace, take carbon fibre, now 
used extensively in aircraft brakes, ailerons, flaps and engine hous- 
ings. Although much of the development work on carbon fibre was 
done in Britain and the US, Japanese companies — especially Toray 
and Toho Rayon — have leaped ahead of their overseas rivals in 
terms of the quality of their product and, crucially, their ability to stay 
with the technology long enough to dominate a developing market. 
Japanese companies today have well over half the market for carbon 
fibre, which is growing at an annual rate of 13%. 

Fibres are used to strengthen other materials in much the same 
way as steel bars are used to reinforce concrete. In the form of dis- 
crete “whiskers” or as continuous threads woven into fabrics, they 
are combined under great heat and pressure with plastics, metals 
and ceramics to form composites. New composite materials offer 
the advantage of increased toughness, are potentially easier to 
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process, and weigh up to 40% less than conventional ones. 

Fibre, says Dick Wilkins, director of the Delaware University's 
Centre for Composite Materials, is Japan's forte in the field. An out- 
standing example of this strength and one with particular signifi- 
cance for space plane-related activities is ceramic fibre made of silicon 
carbide. Indeed, this material was invented by a Japanese, Seishi 
Yajima, a professor at Tohoku University. Described by one Ameri- 
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can as “the most individualistic Japanese I ever met,” Yajima was un- 
fortunately subject to delusions of grandeur and took his own life 
some years ago. 

Thus far, only Japanese companies have succeeded in making 
continuous ceramic fibre and only one, Nippon Carbon, a specialist 
maker of graphite electrodes for steelmaking furnaces, is making it in 
more than demonstration quantities. According to Katsuya To- 
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kutomi, manager of the company’s research and development divi- 
sion, Nippon Carbon has been working on ceramic fibres since 1975, 
when it took out an exclusive licence on the Yajima patent. Turning 
the fibres into a commercial product took 12 years. 

Ceramic fibre’s promise stems from its great strength at high tem- 
peratures. Nippon Carbon illustrates the point by training a gas 
burner on a single fibre, to one end of which is attached a weight. 
Under such conditions, a steel wire of the same diameter would last 
just two or three seconds before snapping. “Nicalon” — Nippon Car- 
bon’s name for ceramic fibre — lasts three days. Ube, a chemical firm 
which is the only other maker of continuous ceramic fibre, has an 
even more dramatic demonstration. Placed on a woven mesh of the 
company’s silicon-carbide-titanium “tyranno” fibre and heated to a 





Ceramic fibre piston crown: many new uses. 


temperature of 1,063°C, a bar of gold simply melts through the mesh. 
The fibre has important industrial applications. 

Carbon fibre is fine for reinforcing composites in which polymer 
forms the matrix. Such material could find uses within the NASP pro- 
ject as fuel tanks, for example. But ceramic fibre is more suitable for 
metal and ceramic matrix composites, both of which require process- 
ing at temperatures that would oxidise carbon fibre, degrading its 
performance. 


metal matrix composite you can fabricate a part that keeps its 

strength at 600°C without adding to the weight. If the same part 
were made of pure aluminium, it would just break. According to Wil- 
kins: “The Japanese are equal to anyone in metal matrixes . . . they're 
probably ahead of what's happening in the US, at least what's hap- 
pening in the open." Such strength is hardly surprising given the re- 
sources of the Japanese metal producers. 

US researchers enviously point out that the materials science 
laboratories of just one company, Nippon Steel, employ nearly 
500 researchers — a number which rivals the combined strength 
of the entire US steel industry. Nippon Steel is also one of six 
Japanese companies (of a total 36) doing research at Wilkins' 
centre. 

Some bits of the NASP will have to be able to operate at 1,800°C. To 
fabricate such bits, in addition to metal matrixes, new alloys of light- 
weight metals like titanium are called for. One approach to making 
these is a process known as rapid solidification, in which molten 
drops of alloy are quenched through thousands of degrees in mil- 
liseconds. The resulting powder can be formed into lightweight hon- 
eycomb and sandwich structural shapes for use, perhaps, in the ex- 
posed parts of the NASP's wings and fuselage. 

An alternative to such alloys is a new class of "intermetallic" com- 
pounds — ones which have ordered crystal structures — which are 
lightweight, corrosion resistant, and exhibit high strength under 
high temperatures (but, frustratingly enough, also the reverse: the 


| you add 35% ceramic fibre to aluminium to form a so-called 
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thermal stresses caused by cooling often cause samples to break 
spontaneously). Intermetallics were first developed about five years 
ago, but their extreme brittleness made them difficult to form into 
arts. 

~ In the past year, there has been renewed interest in intermetallics 
since Japanese researchers made a key breakthrough by significantly 
improving their pliability. Thus far, the most studied intermetallic 
compound is nickel-aluminide. But nickel is relatively geavy, and be- 
sides, the compound melts at around 1,400°C. A more promising, 
higher temperature prospect is titanium aluminide. 

Still higher up the temperature axis come ceramics. Although brit- 
tle by themselves, their toughness can be dramatically improved by 
reinforcement with fibre. Currently, the only Market for such ceramic 
matrix composites is in high-performance cutting tools. At the very 
top of the heat resistance scale is carbon-carbon. Already used on the 
nose and leading edges of the space shuttle as protection from the 
fierce temperatures associated with re-entering Earth's atmosphere, 
carbon-carbon's performance has room for improvement, to a 
theoretical maximum of over 2,000°C. But the composite's limit- 
ed resistance to oxidation — in effect, corrosion — is still a pro- 
blem. 

A final, and as yet purely conceptual category, are the so-called 
functionally gradient materials. The idea is to make a thick material 
which on one side has the properties of a metal; on the other, those of 
a ceramic, with a gradual transition between the two.This would 
solve the problem of sandwich structures in which different layers 
cool at different rates. 

The idea of functionally gradient materials was developed at 
Japan's National Aerospace Laboratory, centre of the Japanese space 
plane proposal. This is one of three Japanese Government 
laboratories specialising in advanced materials, the other two being 
the Japan Defence Agency's Technical Research and Development 
Institute (which was responsible for funding the development of the 
composite wing-building technique for the controversial FSX fighter) 
and the research and development Institute of Metals and Compo- 
sites. 

The Institute is a Miti-sponsored association with 38 corporate 
members, including Toray, Nippon Carbon, Nippon Steel and Nis- 
san. From 1981 to now, the institute has been running a highly re- 
garded research programme to develop polymer and metal compo- 
sites as part of Miti's Basic Technology for Future Industries project. 
The programme is soon due to turn its attention to higher tempera- 
ture metal matrix composites, intermetallic compounds and ad- 
vanced carbon-carbon. 

Such research, augmented by the companies' own massive in- 
vestments, will form one of the main planks in the platform from 
which Japan will launch what Baring Securities describes in a report 
published in March as "an assault on the world's [aerospace] compo- 
nents and subsystems markets." The Japanese will be able to offer air- 
frame manufacturers highly reliable, lightweight materials that are 
capable of producing compelling savings. Boeing estimates that 
every kilogramme less weight in an airframe results in a cost reduc- 
tion of US$2,000 over the life of the aircraft. The carbon fibre cowlings 
on Rolls Royce's RB211-535E4 engines save 45 kg. 

Materials expertise will also give them the leverage to make fur- 
ther encroachments on the components and structures markets. “Ja- 
panese suppliers always pressure you to give them a bit more," saysa 
veteran US airframe executive, "they say 'now that we do the 
door frame, how about teaching us the fastening technology, too’.” 
From around 6% at present, the Japanese share of the US aerospace 
market is expected to grow to nearer 10% by the end of the century. 

The experience that the companies gain making composite mate- 
rials for the aerospace industry will, in turn, impact many other mar- 
kets where stiffness and weightsaving are desirable — especially in 
Japan, where technology-based products tend to sell very well. “In 
the future," says Delaware University's Dr Wilkins, "the materials of 
choice will be tailored for the particular application, no måtter what 
the cost range you're trying to meet. Thatis, it'll be equally true in the 
construction industry as it isin the aerospace industry.” & 
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SPACE 


Down-to-Earth 
benefits from 
space research 


mong the six companies working with the Japanese Science 


PLANE 3 


and Technology Agency on the development ofa space plane, 

there is one unexpected name. Four of the six are the heavy in- 
dustrial firms that dominate Japan's aerospace industry; the fifth is 
the computergnaker Fujitsu, signed on for its software simulation 
skills. The sixth is Nissan, which is doing research on advanced com- 
posites and ramjets. 

Why is a car maker interested in the top end of the aerospace in- 
dustry? Especially since the company's aerospace division — which 
last year was spun off as a separate company, Nissan Aerospace En- 
gineering (NAE) — accounts for less than 196 of Nissan's sales? In 
short, the importance of aerospace transcends the bottom line. 

As the former division's general manager, Yasuhiro Shibuya, ex- 
plains: "Space is not a big business, but the level of technology it re- 
quires is very high." Suitably modified, this technology has plenty of 
potential applications in cars. 

Satellite launchers and passenger cars may seem like chalk and 


so ^ Cog ^ 
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subishi and Nakajima. After the war, Nakajima became Fuji 
Seimitsu, which begat Prince Motors, which in 1966 merged with 
Nissan. 

Former Nakajima aircraft engineers found an outlet for their skills 
when research on rockets began in 1955. Their first efforts were tiny 
"pencil" rockets, little more than fireworks. Thirty years on, Nissan 
builds three-stage, 62-tonne rockets capable of launching satellites 
into deep space. 

Although the new company also produces control systems and 
the delightfully named “pyrotechnics” (which, in this case, means 
the ignition systems that are rocketry’s equivalent of blue 
touchpaper), its stock-in-trade is solid fuel motors and boosters. 

Initially produced under licence from Morton Thiokol, now en- 
tirely home-grown, these provide the short-duration, big-thrust 
whoomph a rocket needs to get off the ground. Solid fuel boosters 
complement the relatively longer-duration, smaller-thrust liquid fuel 
motors (which, in Japan, are made by Nakajima’s old rival, Mit- 
subishi). 

Aside from products, the biggest difference between aerospace 
and the car industry is customers. Actually, NAE has only one cus- 
tomer — the Japanese Government. Around half the company’s out- 
put goes to the Japan Defence Agency, in the form of surface-to-sur- 
face, surface-to-air and air-to-surface missiles. In common with the 
rest of Japanese industry, Nissan prefers not to discuss such things. 

Shibuya would much rather talk about his company’s long-stand- 
ing connection with the Ministry of Education, Science and Culture’s 
Institute of Space and Astronautical Science (ISAS), for which it is the 
prime contractor. 

Since launching Japan's first satellite in 1970, the institute has put 
up 15 other satellites (including two interplanetary probes launched 
in 1985, which rendezvoused with Halley's Comet the following 
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Nissan rocket; computer-aided car design: technological spinoffs. 


cheese but, Shibuya claims, “their roots are the same, and they havea 
lot of basic technologies in common.” In particular, one area where 
Nissan's rocket researchers have pioneered a path for their car de- 
signing colleagues is advanced composites. 

Examples of such materials include lightweight but strong 
Titanium alloys (used to reduce the weight of rocket-motor casings), 
and fibre-reinforced plastic and carbon-carbon (used to improve the 
heat resistance of nozzles), of which Nissan is Japan’s leading maker. 
Since the higher the temperature at which it runs, the more fuel-effi- 
cient the engine, lightweight, heat resistant alloy composites are also 
eminently suitable for applications in cars. 

In addition to technology transfer, the other benefit Nissan gets 
from aerospace is education. Engineers from car making divisions 
stand to learn a lot about reliability from rocketry, and (since the ex- 
change is mutual) can teach their 300 counterparts in aerospace much 
about cutting costs. 

Nissafi did not get into the rocket business with the idea of boost- 
ing the level of its technology; rather, it was an accident of acquisition. 
During World War II, Japan had two big aircraft manufacturers, Mit- 
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year). Remarkably, out of the 16 launches, there has not been a single 
failure. 

ISAS is run on a shoestring, receiving only around 10% of Japan's 
space funding. Most of the rest goes to the National Space Develop- 
ment Agency of Japan, for whose rockets Nissan builds strap-on 
boosters. 

As the rockets get bigger, so do the boosters. The ones that the di- 
vision began ground firing tests on last year for Japan's next rocket, 
the H-II (due for its first launch in 1991), are more than 20 m high, 
1.8 min diameter and designed to develop a whopping 160 tonnes of 
thrust. 

In line with the increase in scale, Japan's space budget — though 
still only one-thirteenth that of the US and one-third that of Europe — 
rose 15% last fiscal year. Shibuya expects that space-related funding 
will continue to increase by at least 10% annually for the foreseeable 
future, as Japan becomes increasingly committed to such large scale 
projects as the space plane and Nasa's manned space station pro- 
gramme (for which Nissan's engineers are participating in the design 
of the Japanese module). E Bob Johnstone 
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SUPERCONDUCTORS 


Advance after 
advance, but a 


long way to go 


he discovery of the revolutionary new high-temperature 
| ceramic superconductors differs from many other scientific 
breakthroughs in one important respect. Unlike lasers, for 
example, the new materials were not solutions looking fora problem. 
Scientists had already figured out lots of useful things to do with 
superconductors, but had more or less given up on the possiblity of 
finding a material that could do those things cheaply and conve- 
niently. 

Electric current flowing through a conventional metal conductor 
encounters resistance, which slows it down and causes it to give up 
energy in the form of heat. When current flows through a supercon- 
ductor, itencounters no resistance whatsoever. This means that it can 
get from one place to another much faster 
and without any losses. 

Superconductivity was first noticed in 
1911. Subsequently, it took almost half a cen- 
tury of effortto account for the phenomenon 
and to develop a family of materials — alloys 
of the metal niobium, mostly — that could 
exploit the effect. The big snag was that, for 
superconductivity to occur, the materials 
had to be cooled to very low temperatures. 
That necessitated immersion in expensive 
liquid helium, which, to keep it liquid, in 
turn necessitated even more expensive insu- 
lation and refrigeration systems. Commer- 
cial applications of superconductivity to date 
have been limited to medical body scanners, 
bending magnets for particle accelerators, 
anda few highly specialised scientificinstru- 
ments. A possible future addition to the list 
is magnetically levitated trains, now at the 
prototype stage in Japan. 

The temperature at which superconduc- 
tors could be persuaded to do their peculiar 
stuff gradually crept up, levelling off in 
1973 at —250*C, just 23 degrees above abso- 
lute zero. And there it stayed, until 27 January 1986, when Alex 
Muller and Georg Bednorz, working (without the management's 
knowledge) in IBM's small Zurich laboratory, made their famous dis- 
covery. 

The pair found that an unusual copper oxide, a member of a 
common class of minerals known variously as perovskites or Mott 
insulators, did something that insulators were not supposed to 
do — they conducted. More than that, they superconducted, and at 
—238'C, too, a record. 

The IBM researchers felt sure they had stumbled on to something 
big. But because there had been plenty of false alarms over supercon- 
ductors before, while awaiting the arrival of a piece of test equipment 
that would confirm their results, Muller and Bednorz proceeded 
cautiously. 

In April 1986, they submitted a paper detailing their results and es- 
tablishing the primacy of their work to a widely read, but not particu- 
larly prestigious German physics journal. The paper did not emerge 
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until that September (almost nine months after their discovery, a gap 
over which IBM research managers no doubt still lose sleep, since 
Muller and Bednorz did not tell colleagues at the company's much 
larger US laboratories about their discovery). 

Their low-profile approach apparently caused most of the jour- 
nal's readers to ignore the implications of the announcement. There 
were, however, two important exceptions: the two men were Koichi 
Kitazawa at Tokyo University's Department of Indust;wal Chemistry, 


and Paul Chu, a Hunag born, Taiwan-educated professor at Hous- 


ton University. 

A few frantic weeks of research later, ata December meeting of the 
Materials Research Society in Boston, both sci a copa were able to give 
the IBM results their first public confirmation. The great superconduc- 
tor stakes had begun. 

Then, in January 1987, Chu's group and their colleagues at 
Alabama University made an extraordinary discovery. A simple 
change in the IBM formula — the substitution of yttrium for lan- 
thanum — resulted ina superconductor which began to work at 93°K 
(i.e. above zero= —180°C), a huge rise. In his book, Seperconductors: 
The Breakthrough, Robert Hazen explains the significance of this small 
but vital discovery: 

“It was not just another perfect conductor of electricity. This superconduc- 
tor worked above 77°K, the temperature of cheap, easy-to-handle liquid nitro- 
gen: 77 K is like the sound barrier or the four-minute mile. It is the technolog- 
ical and psychological barrier against which all things cold are gauged. Below 
77°K any phenomenon, no matter how remarkable, is an esoteric curiosity 
with few practical uses. But anybody can buy liquid nitrogen. Above 77K 
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there are almost no limitations, because almost anything can be refrigerated 
easily to that temperature. Paul Chu's team had discovered a material that 
broke the barrier. It could transform superconductivity from an oddity to a day- 
to-day reality. " 

The appearance of Chu's results sent scientists stampeding to 
their benches. The new compound was easy to make: in the standard 
"shake and bake" method, metal-oxide powders are ground together 
(using that very high-technology equipment, a mortar and pestle), 
the mixture is compressed, then cooked for a few hours in an oven. 
Within days, the Houston experiment had been repeated in hun- 
dreds of laboratories around the world. 

In the mad race to isolate, identify and characterise thenew "1-2- 
3" superconductors — so-called because of the distinctive ratio of 
their chemical components — much of the early running was made 
by Bell Laboratories. In the three weeks between the annouhcement 
of Chu's results and the annual meeting of the American Physical So- 
ciety in New York in March 1987, Bell's researchers managed to 
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bridge the gap between scientific 
discovery and practical applications 
— an achievement which Hazen 
describes as "a virtuoso perform- 
ance." 

The meeting — now often refer- 
red to as "the Woodstock of 
physics,” aftr the huge 1960s pop 
festival of that name — witnessed 
some extraordinary scenes. Stand- 
ing-room-only crowds of scientists 
and journalists cheered successive 
announcements of ffèsh results far 
into the night. In October 1987, cap- 
ping superconductivity's wonder- 
ful year, came the news that Muller 
and Bednorz had won the Nobel 
Prize for physics. This unpreceden- 











tedly rapid recognition sealed the sn 
huge potential significance of their Josephs 
work. 


Since those heady days, scientists have continued to make steady, 
if somewhat less dramatic progress. In January 1988, a group of re- 
searchers at the Japanese Government's National Research Institute 
for Metals came up with a new class of materials based on bismuth 
that superconducted at 110°K. In March 1988, a group working at 
IBM's Almaden research centre in California came up with another 
class based on thallium — a highly toxic element used, among other 
things, in rat poison — that worked at 125°K. A year later, this is still 
the record for high temperature superconductors. 

In more recent developments, it is noticeable that many of the 
early leaders in the field are still setting the pace. In January this year, 
the Tokyo University group found that by making another slight 
change to the original IBM recipe, they could make the charge carriers 
in the material electrons instead of, as in all previous samples, their 
electrical complements, holes. In February, Chu's group at their 
brand-new Texas Superconductivity Centre quadrupled Bell 
Laboratories' record for the amount of currenta 1-2-3 superconductor 
is capable of carrying. This is an important result, because a high cur- 
rent density is regarded as essential for the application of the new 
superconductors to electronics. As a result, much research concen- 
trates on raising this parameter. 

With the discovery phase if not exactly over, at least slowing 





Battle for supremacy 


If high temperature superconductors ever do pan out to be the 
gold mine that many have predicted, then whoever owns the 
basic patents on them will be sitting pretty. At this point, how- 
ever, it is far from clear who that will be. 

Logically, as the originator of the materials, IBM would appear 
to beina strong position. The company has reportedly applied for 
a general patent on all compounds derived from copper oxides. 
But it has been suggested that disclosures before the patent was 
applied for may render it invalid; in addition, that the application 
covers only lanthanum-based oxides, not the yttrium- and bis- 
muth-based ones on which much research now centres. Based on 
its comprehensive early characterisation work, Bell Laboratories is 
also believed to have filed a broad-based claim relating to super- 
condug¢tors. 

Paul Chu's application for a patent on 1-2-3 compounds has al- 
ready demonstrated its value. The giant US chemicals company 
DuPónt has paid Houston University US$1.5 million for rights, 
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on junctions: superconductors needed. 


iii c FRONTIERS IN TECHNOLOGY 
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down, the focus in superconductiv- 
ity research has shifted from science 
to technology, to the attempt to 
apply the new materials to real situ- 
ations. Big industrial laboratories, 
principally in Japan and the US, are 
aiming at two areas, each with fun- 
damentally different requirements. 
For the short term, they are looking 
at small-scale applications in elec- 
tronics that require the deposition of 
tiny amounts of material in gos- 
samer-thin films. For the longer 
term, at large-scale applications in 
electric power and motors that will 
require great quantities of the stuff 
wound in wire coils. 

The new superconductors are 
ceramics. That means that they are 
hard to process and easy to break. If 
— and itis still a big if — these recal- 
citrant materials can be coated into the form of thin films and wires, 
then the potential markets are huge. One US estimate puts the pro- 
duction value of superconductivity-based equipment which operates 
at liquid nitrogen temperatures at US$12 billion a year. The Japanese 
look forward to a superconductivity industry with annual sales of 
US$20 billion by the turn of the century. Of the five largest markets 
they see, the biggest two — magnetically levitated trains and energy 
storage — fall into the long-term, large-scale category. But it is rather 
the next two potential markets for superconductors — ultrafast 
microchips and connections between electronic components — that 
appear to be within reach. 

Beyond simple uses as connectors, the most obvious application 
for the materials is as variants of transistor-like devices known as 
Josephson junctions, which have to be made from superconductors if 
they are to function. Sandwich two such junctions together in a loop 
of wire and you can make a superconducting quantum interference 
device, or SQUID. The ability of SQUIDs to detect miniscule magnetic 
fields, such as those created by the firing of a neuron in the brain, has 
applications in several other areas besides medicine: for example, in 
geology (prospecting for oil, water and minerals, all of which cause 
anomalies in the Earth’s magnetic field), in physics (exotic particle 
hunting) and defence (anti-submarine warfare). Work done in the 






with a further US$3 million to follow. But the claim has been con- 
tested, apparently on the grounds that Chu had not clarified the 
compound's structure when he filed. The university has had to 
shell out US$100,000 in legal fees for protection. 

The first potentially important US patent on the new supercon- 
ductors was granted last December, to the Massachussetts Insti- 
tute of Technology, for a process used to turn the brittle materials 
into wires. 

Meanwhile the Japanese, for some years the world’s most pro- 
lific patenters, have outdone themselves. They have flooded their 
already over-burdened patent office with thousands of claims. A 
single company, Sumitomo Electric, a leader in the fabrication of 
bismuth-based thin films, has reportedly filed more than 700 ap- 
plications. Although many of these undoubtedly cover minor as- 
pects of materials and processing, they will nonetheless come in 
handy when it comes to horse-trading over manufacturing rights. 
And perhaps also for keeping foreign competition out of the Ja- 
panese market. 

As things stand, the legal situation is a muddle that is likely to 
take years to sort out. In the meantime, the only people that stand 
to make a lot of money out of superconductors in the short term 
are patent agents and lawyers. E Bob Johnstone 
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past decade on developing Josephsons and sQuips, initially in the US 
and, latterly, Japan, comes in handy for companies attempting to 
apply the new materials. 

But rather than SQUIDs and other sensors or detectors, “what's 
really exciting,” says Stanford University’s Theodore Geballe, long 
one of the leading US researchers in the field, “is [the prospect of] 
operating at temperatures that could have semiconductors and 
supercondu@ors on the same chip.” Computers based on such 
hybrid circuits could theoretically run as much as a thousand times 
faster than conventional ones. The obstacle in building hybrid de- 
vices is not immersion in liquid nitrogen, since many semiconductors 
actually perform bettgr at low temperatures. Rather, it is to come up 
with a reliable device structure like a Josephson junction that suits the 
new materials, plus a high-speed interface to connect the system's 
semi- and superconducting parts. 

The problem of interfacing is not as simple as it may sound. The 
key to using superconductors in microcircuits is the deposition of a 
thin film of the material on a substrate of some sort, usually a silicon 
wafer. Existing deposition methods such as sputtering or reactive 
evaporation fail, because to work, they require that the wafer be 
heated to several hundred degrees centigrade. At such tempera- 
tures, some of the silicon diffuses into the ceramic, causing it to lose its 
ability to superconduct. Several groups, notably one at Hitachi, have 





Ceramic superconductors: inherently brittle. 


succeeded in lowering the deposition temperature, but they report 
that considerable further improvement is necessary. An alternative 
approach, and currently one of the most intensively investigated 
areas of superconductor research, is to develop an entirely different 
type of substrate that meshes well with ceramic superconductors. IBM 
is one of the leaders in this area with a new material, lanthanum gal- 
late, which it announced in November 1988. 

But by far the biggest hindrance to superconductor scientists is 
that they have yet to come up with a convincing theory which ex- 
plains why the new materials behave as they do. Lack of theory is im- 
portant because it leaves researchers dependent on trial and error in 
their efforts to come up with other, better materials. The problem is 
compounded by their inability to grow perfect crystals of the mate- 
rials with which to evaluate promising candidate theories. Until they 
have a proper theory, the design of superconductors will remain 
more an art than a science. 

For all their great promise, the new materials still have a long way 
to go before they make the transition from laboratory to factory. 
Scientists like Stanford’s Geballe repeatedly stress that some very 
hard problems in chemistry and physics — not to mention engineer- 
ing — remain to be overcome. The consensus is that, if the problems 
of high temperature superconductors are indeed soluble, then solv- 
ing them could take atleast 10 years. ° E 
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DEVELOPMENT 


US seeks reply 
to challenge 
from Japanese 


he Japanese see the discovery of high-temperature supercon- 
| ductors somewhat differently, witness this description from 


the Japan Fine Ceramics Association's Annual Report for 1988: 
“The standstill [in the raising of the temperature at which materials 
superconduct] was broken by a ceramic-based superconductive 
material confirmed by Prof. [Shoji] Tanaka’s group at Tokyo Univer- 
sity following the suggestion of such possibility by Drs Bednorz and 
Muller at IBM's Zurich Laboratories.” 

In the past, the US and Europe had time in which to capitalise on 
their scientific discoveries before Japan caught up. With supercon- 
ductivity, the Japanese have been breathing down their necks from 
the start. "This time," said anelated Tanaka, interviewed on Japanese 
television in early 1987 when superconductivity fever was at its 
height, "Japan can't lose." 

It was obvious what he meant. After all, the breakthrough had 
been made, now all that remained to be done (it seemed then) was to 
commercialise it. And that was the great strength of Japanese com- 
panies vis-à-vis their American and European competitors. Espe- 
cially since firms such as Fujitsu, Hitachi and Toshiba had long been 
active in the development of conventional, low-temperature super- 
conductors, and excelled in critical areas such as thin film deposition 
and wire formation techniques. 

In the US, superconductivity quickly became a test of the nation's 
ability to compete. The idea that the Japanese could run away with 
the potentially huge markets for applications of thenew materials has 
galvanised the US into action, in an attempt to come up with, as one 
US industrialist puts it "an American answer to the Japanese chal- 
lenge." 

At the end of last year, a presidential commission told former US 
president Ronald Reagan that Japar’s tradition of government-in- 
dustry collaboration could give it an edge in the long-term research 
needed to capitalise on superconductivity. As evidence of this collab- 
oration, the commission pointed to the International Superconduc- 
tivity Technology which was established in January 1988 by Japan’s 
Ministry of International Trade and Industry (Miti), with a member- 
ship of more than 50 electrical firms and with Prof. Tanaka as its direc- 
tor. Inresponse to the commission’s advice, Reagan mandated a five- 
year plan of action to be ready by August this year. 

But despite all this loin-girding in Washington, whether the US 
really needs to do much more to promote work on superconductivity 
than it is already doing is a moot point. Estimates of the numbers of 
people and amounts of money dedicated to superconductivity re- 
search and development in the US and Japan are surprisingly com- 
parable. The difference is that whereas much of the activity in the US 
is scattered and disconnected, in Japan itis focused and tightly linked 
with industry. The main requirement for the Americans is thus to try 
to ensure that their universities and national laboratories — now the 
centre of the hottest activity in the US — collaborate more closely with 
companies. 

As usual, US industry is being criticised for lack of commitment 
and short-term outlook with regard to superconductor research. 
Only four US companies, IBM, AT&T, DuPont and Bellcore (the re- 
search wing of the regional telephone companies) — none of them 
noted for their speed to market — have sizeable programmes under 
way. Whereas in Japan (according to one estimate), some 75 com- 
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CONQUEROR. 


W uiam the Conqueror dominated his competitors with power and skill to 
stand alone as the great leader of his era, So, too, has newly-launched dBASE IV already 
emerged as a database management system without rival. 

dBASE IV is the highest-performance program of its kind ever created for a 
personal computer. Designed for both the OS/2 and MS-DOS environments, it represents 
a technology triumph over its predecessor dBASE HI PLUS, the world's best-selling 


management software. Features include: 


B New, intuitive user interface a Powerful programming language 
W Built-in, automatic compiler a Complete SOL implementation 

@ Advanced report writer m dBASE IV/Chart-Master bridge 

a Enhanced application generator W Extensive networking capability 


What's more, dBASE IV was developed by Ashton-Tate, the same people who 
created dBASE H and dBASE III PLUS. This means users. will benefit from unsurpassed 
local service and technical support. | 

When you decide on your database management system, remember: it's survival 


of the fittest. 


You will do better with Ashton-Tate. 


AMMASHTON-TATE 


Ashton-Tate (HK) Ltd. Rm. 3410 Shun Tak Centre, Central. Hong Kong. Tel: 5-404380. Tix: 86120 ATATE HX Fax: 5-496687 
Ashton-Tate Singapore Pte. bid., 79 Robinson Road. €22-00 CPF Building, Singapore 0106. — Tak 223 4111 Pax: 223 4019 








= he automobile industry is a leader in the techniques and technology of volume production. P» West 
Germany's famous car manufacturer BMW is a good example; its Regensburg plant is one of the most ad- 
vanced Pu facilities in the world. > The "PUE TN at Regensburg allows a great variety of BMW's 
300 series to be manufactured on the same assembly line, with optimal flexibility and cost-efficiency while 
maintaining the company's high standards for quality and on-time delivery. f» Perfect communication 
between product flow and control system is essential. œ This vital link is provided by a Philips PREMID system 
which identifies each car body for the appropriate action to be taken at the various production stages. 
> PREMID's exceptional performance in automatic, remote, unmanned identification has led to many other 


interesting fields of application. œ For example, automatic toll collection without the vehicle having to stop or 


reduce speed. >>> In IBM's typewriter and printer assembly plant at Vimercate, Italy, production flow is 
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optimized by a Philips Variable Transport System; reducing stock levels and throughput times, and thus 
product cost price. Being flexible and modular in terms of hardware, software, control and interface, VTS 
is a one-time investment that allows assembly of various products on the same line at the same time. » It also 
allows fast and easy adaptation to new products and even new assembly sites with a totally different layout. 
P- In fact, the VTS now being used in Italy was originally installed at IBM's assembly plant in the Nether- 


lands. >>» Philips innovative technology is also used in many other factory automation applications. P 





PHILIPS. THE SURE SIGN OF EXPERTISE WORLDWIDE 


PHILIPS CORPORATE MARKETING COMMUNICATIONS, EINDHOVEN, THE NETHERLANDS. 


PS PHILIPS 





panies have made major commitments of 
money and personnel to superconductivity. 
Houston University’s Paul Chu was recent- 
ly quoted as saying that “Japanese com- 
panies are really heated up on the sub- 
ject — several have already approached 
me about joint research projects. By com- 
parison, Ar@erican corporations are very 
slow.” e 
Heated up or overheated? Many Japan- 
ese companies which flung themselves into 
the superconductivjty race have since 
quietly dropped out. Perhaps as 
few as a dozen serious contenders are 
left, mostly those that had a good ground- 
ing in the field to begin with. On the Japan- 
ese Government side, there is the 
inevitable rivalry between the three minis- 
tries which efund research, collaboration 
being, as one wag put it "as challenging a 
task for the bureaucrats as superconductivity is for the scientists." 
In practical terms, this means that researchers from Tokyo University 
(Ministry of Education) are not working with their colleagues from 
the National Research Institute for Metals (Science and Technology 
Agency) and neither of them take part in projects sponsored by 
Miti. 


In addition, the Americans also have an ace up their sleeve: a cru- 
cial mechanism for the development and commercialisation of 
technology that theJapanese lack — the venture-capital backed start- 
up company. At least half a dozen superconductor start-ups have al- 
ready been formed. One, American Semiconductor Corp. (note the 
appropriately nationalistic name), was founded by two Massachu- 





BIOSENSORS 


Huge market 
waits for 
tiny device 


irst, the dream: you visit the clinic for a check-up, the doctor 
F sticks a tiny probe in your arm. Then, after a glance at the com- 

puter screen on her desk, she tells you that, compared to last 
time, the levels of glucose, salt and cholesterol in your blood are back 
to normal — “that diet I put you on seems to be working,” she con- 
cludes. 

Now, the reality: the vast majority of clinical tests are carried outin 
large, centralised laboratories, by highly skilled technicians using 
complex and expensive equipment. As a result, test results typically 
take several days to come through. 

It’s a bit like the data processing business before personal compu- 
ters were invented. You had to bring your data cards to the cen- 
tralised computer room, and leave them for the mainframe to process 
overnight. 

Driven by the dream of fast, accurate in-clinic testing, researchers 
are attempting to develop suitably small, easy-to-use equipment. The 
key component in this medical equivalent of the Pc is the bit at the 
business end of the probe — the biosensor. 

In principle, biosensors are very straightforward. All you need isa 
device which, when brought into cont&ct with some biological mate- 
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setts Institute of Technology professors to 
commercialise a newly patented process 
for preparing a new superconducting 
composite that supposedly overcomes 
ceramics inherent brittleness. To ex- 
pedite manufacturing, in what may be the 
first of many such teamings, the company 
has entered into a government-funded joint 
development programme with Oak Ridge 
national laboratory and a specialist alloy 
maker. 

But the company that boasts the most 
innovative structure and the high- 
est-powered personnel is Palo Alto- 
based Conductus. As yet, the company 
musters just 25 researchers, but they 
are all experts in fields ranging from sur- 
face chemistry to electronic engineering. 
This ability to throw together researchers 
from a wide variety of disciplines is one 
of the big advantages a start-up has over an established com- 
pau. 

Conductus has as its advisers a panel of no fewer than seven pro- 
fessors from neighbouring Stanford — scientists of the calibre of 
Theodore Geballe — and the University of California at Berkeley. For 
industrial support, the company plugs into Hewlett Packard, which 
owns 1576 of Conductus's equity. This is a crucial link because it not 
only provides additional personnel, but also — once the company 
has come up with the major technical advance it confidently expects 
to make — access to Hewlett Packard's speciality, the instrumenta- 
tion market. Strategic partnerships with other large firms are to fol- 
low. ` m Bob Johnstone 


rial — a drop of blood, say — can detect biochemical activity and 
translate it into an electrical signal. 

Grafting biosensors onto microchips, proclaim the enthusiasts, 
will lead to tiny devices capable of measuring minute quantities of 
substances. Such devices could be manufactured by the million and 
be cheap enough to throw away after a single use. And, though clin- 
ical testing is by far the largest application for biosensors, there are 
plenty of others, too. For example: 
> Pharmaceutical companies need biosensors to monitor their fer- 
mentation broths and to check the purity of their products; 
> The food industry wants better ways of checking for bacterial con- 
tamination. 
> Security firms would love to have accurate methods of sniffing out 
trace amounts of explosives in the atmosphere. 
> Water authorities want biosensors to monitor pollution. 
> And the military is interested in them as a means of warning 
against attack by biochemical weapons, such as nerve gas. 

Such potentially lucrative markets have long made biosensors a 
sexy subject for scientists in universities and industry all over the 
world. This is particularly the case in Japan, where some 70 com- 
panies, many of them from the electronics industry, are reliably re- 
ported to be developing the devices. 

In practice, however, making reliable biosensors has proved 
much more difficult than expected. After more than 15 years of 
work, and despite all the hype, researchers have just a handful of 
commercial products to show for their efforts. Most of these are rela- 
tively simple, pen-type glucose biosensors for diabetics to use at 
home. 

Until very recently, no biosensor has been capable of detecting 
more than one type of substance, and none has been based on 
semiconductor technology. Many companies, some of them 
extremely large ones like the UK-based multinational, Unilever, 
have dabbled with biosensors, then given them up as a dead 
loss. 

Why so little success? A major stumbling block has been finding a 
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Innovation 


WHAT NEXT? 5:575. 

e October day, 
500 miles off the coast of Boston, a 
Lockheed C-130 Hercules transport be- 
came the largest and heaviest aircraft 
ever to land on and take off from a U.S. 
Navy aircraft carrier. 

But that's just one of the labors of 
the mighty Hercules. Because in the last 
30 years, the C-130 Hercules has con- 
sistently proven itself to be the most 
versatile, adaptable and durable airlifter 





in the world. Constantly refined and 
upgraded with the latest technologies, 
the Hercules has been used for a multi- 
tude of missions configured as every- 
thing from freighters and gunships to 
ambulances and fire-fighting taffkers. 

What &xtraordinary accomplishment 
will this incredible workhorse achieve 
next? What have you got% 


-rLockheed 
Aeronautical Systems Company 


Giving shape to imagination. 
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The confidential mode on the FO-301 fax lets me send this sketch to 

my boss in absolute secrecy. I know he will be the only one to retrieve it 
since he alone has the 4-digit ID number. The 16-level half-tone 
transmission will beautifully convey my image and the 70-number auto 
dialing system is a big help when I'm in a rush. Now we've got the upper 
hand in the deal! Create a superb lifestyle with Sharp. 


FO-301 G3/G2 Compatible Facsimile* 


*The FO-301 facsimile may be without the phone in some market. 
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suitable detector. Most efforts thus far 
have concentrated on adapting the 
field-effect transistor (FET), a type of 
semiconductor widely used in the 
electronics industry. 

The idea is that, when the sample 
to be tested is brought into contact 
with the transistor, a reaction takes 
place altering the FET's surface poten- 
tial and causing a current to flow. 
(When points of different electrical 
potential — i.e. voltage — are con- 
nected to each other, a current flows 
between them.) This current can then 
be amplified and measured. 

The trouble with the FET approach 
is that, as one industry expert puts it: 
“Mother Nature is awfully cruel in 
this biosensor game, because the 
samples [to be tested] are loaded with 
sodium ions and water molecules, 
and if you go and tell semiconductor 
guys, ^what we'd like to do is put 
water and salt everywhere in your 
factory,’ they'd freak out.” 

Semiconductors, like FETs, are formed by depositing layers of 
chemicals on silicon wafers, then etching them back to form the de- 
vice structure. The resultant surface has bumps, corners and 
grooves. All of these must be insulated with a layer thin enough to 
allow the detector to function, but thick enough to prevent nasty 
water and sodium ions leaking through and ruining the device's elec- 
trics. Solving the insulation problem to produce a device that is reli- 
able and capable of stable operation over a period of time has proved 
extraordinarily difficult. 

In addition to inflated expectations and unsuitable technology, a 
third problem in biosensor research has been poor organisation. 





Sausages and safety 


If Molecular Devices has targeted biosensors with a marksman's 
rifle, then the Japanese are going after them with a shotgun. There 
is tremendous interest in the devices all over Japanese industry. 

Research concentrates at Isao Karube's laboratory at Tokyo 
University. Karube, who styles himself as a professor of ‘bioelec- 
tronics,’ has been enthusiastically promoting biosensors since the 
early 1970s. 

He began from an unlikely starting point — sausage skins. A 
membrane he had developed for the food industry turned out to 
be strong but thin — hence sensitive — enough for other applica- 
tions, too. 

Several companies have put adaptations of Karube’s mem- 
brane to work. Kirin uses one to determine the concentration of al- 
cohol during fermentation of its beer; Ajinomoto, of glutamate. 

Karube’s group is working on biosensors to detect the fresh- 
ness of fish — a subject of considerable interest to the Japanese — 
which theoretically could be incorporated in the packaging, and 
on devices able to measure tastes and smells for the cosmetics in- 
dustry. The group is a large one, currrently numbering 37 
researchers, no fewer than 17 of whom come from industry, an ex- 
ceptionally large number. They include employees from some un- 
likely companies. 

One, for example, comes from Nippon Denso, a maker of air 
conditioners for Toyota, which is interested in biosensors as safety 
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Biosensor: wide applications. 
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) Focus | NEW FRONTIERS IN TECHNOLOGY 


Making a success of a hybrid device 
like a biosensor requires a well- 
focused, multi-disciplinary ap- 
proach. Even when your materials 
and electronics experts have come up 
with a sensor technology that works 
and is stable, you still need a strong 
team of bioscientists to develop effec- 
tive methods of finding tfle biochemi- 
calequivalentof needles in haystacks. 

It is hard for a single university de- 
partment or a small group in a large 
company to adopt such a broad- 
based approach. What it takes is a 
small, purpose-built company whose 
livelihood depends on coming up 
with the goods. 

The US is adept at putting to- 
gether such companies. The very 
stuff ofSilicon Valley, théy depend on 
a keen sense of technical entre- 
preneurship and close cooperation be- 
tween universities and industry. In 
this case, the entrepreneurship came 
from Harden McConnell, a highly re- 
spected professor of chemistry at Stanford University in Palo Alto, 
just up the road from Silicon Valley. 

From his knowledge of developments in biotechnology, McCon- 
nell foresaw the demand for biosensors. He decided that though a de- 
tector which worked based on changes in surface potential was an at- 
tractive approach, FETs were not the right way of implementing it. A 
different line was required. 

Stil unsure exactly what that line would be, McConnell 
contacted Sutter Hill, one of the most successful venture capi- 
talists. Although at that stage he had no invention or patent to 
show them, Sutter Hill were aware of McConnell's reputation 


devices. The idea is that, by measuring body temperature and 
blood pressure, the biosensor would be able to detect when a veh- 
icle driver was feeling sleepy (and instruct the air conditioner to 
give him a blast of cold air to wake him up?). 

Another corporate researcher, from NGK Spark Plug, is inves- 
tigating the applicability of his firm's ceramics to biosensors. Be- 
cause ceramics are biologically inert, implantable ceramic biosen- 
sors could conceivably be used to monitor the condition of trans- 
planted or artificial organs such as kidneys (if the problem of clot- 

ing on their surface can be overcome). 

In addition to Karube's highly visible research, much work on 
biosensors is also being done by companies in the biomedical 
field. Although the companies keep pretty quiet about it, a high 
level of activity can be gauged by the numerous patents they file. 

But the dream — the multipurpose probe, the single-chip dis- 
posable sensor that will analyse a dozen different things in the 
body — and the huge market that goes with it remain elusive. For 
it to become a reality, there are still considerable technical prob- 
lems to overcome. 

The most serious is the stability of enzymes, the biological 
catalysts which are the key to detecting chemical activity. Stable 
enzymes have enabled the commercialisation of cheap, reliable 
glucose biosensors for diabetics. 

Unfortunately, enzymes like the one for cholesterol, for exam- 
ple, are highly unstable. Karube speculates that a bitof protein en- 
gineering could persuade them to settle down, but he also points 
out that work on engineering proteins is just starting. Coming up 
with a suitably stable enzyme will, he reckons, take at least 10 
years. m Bob Johnstone 
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for innovation and, as good venture capitalists do, bet on the man. 

In early 1984, with initial funding of US$600,000, McConnell 
founded a company called Molecular Devices. Five years later, as the 
firm’s first semiconductor biosensor hits the market, Sutter Hill’s bet 
is beginning to pay off. 

The ingenious silicon biosensor that Molecular Devices has just 
commercialised solves the problem of sealing by being entirely flat. A 
proprietary insulating layer protects the silicon from bio-nasties like 
sodium ion but still allows the generation of a signal. 

The device has nine spots on its surfac®, each of which functions 
as a separate test site. Behind each spot is a light emitting diode. 
Turning the light on so that it hits the back side of the silicon causes 
a current to flow. Tae amount of current depends on how much 
chemical activity is taking place at the spot above the light on the 
chip’s surface. 

Turning one light off then the next one on enables activity at each 
spot in turn. Sequential scanning is clever because it means that a 
single wire suffices to connect all nine sites to the accompanying 
computer, simplifying the sensor and making it easy to manufac- 
ture. 


Having multiple test sites is useful, because it enables you to con- 
duct a panel of tests at the same time. And when testing — for the 
AIDS virus, for instance — it is advantageous to have room for one or 
two standards or controls to make doubly sure that the test comes up 
with a reliable answer. Building such quality control safeguards into 
the chip, claims Molecular Devices president Gary Steele, takes the 
burden away from the (probably non-specialist) operator. 


drop of blood contains hundreds of different substances. The 
chip has to have some way of distinguishing the nice from the 
nasty. To do this, identifiers like antibodies and enzymes are 
used. Instead of putting the identifiers directly on the chip, Molecular 
Devices loads them in porous membranes mounted on little plastic 
dipsticks which match the sites on the chip. The membranes capture 
and concentrate the sample to be tested. 

With the chip surrounded by a solution of reagent, the dipstick is 
brought to the sensor. If any of the membranes contain the target sub- 
stance, then a chemical reaction occurs. Measuring all the sites on the 
chip takes just one second. 

Steele claims the sensor has “worked like a charm" during six 
months of testing, fora variety of purposes. As its first target, Molecu- 
lar Devices is focusing on the so-called bio-assay market. In the US, 
this consists of around 20,000 laboratories at biotechnology com- 
panies, universities, research centres and government agencies. 

Many of these laboratories, Steele explains, need to measure what 
is in their fermentation broths and cell cultures during product deve- 
lopment and testing. In addition, drug companies need to do final 
quality control on products before shipping them to doctors. 

Molecular Devices' sensor will be particularly useful in detecting 
traces of unwanted DNA that sometimes contaminates protein drugs 
made from recombinant DNA or monoclonal antibodies. Since such 
drugs break down in the stomach, they must be directly injected into 
a patient's vein. There, the slightest amount of contamination can 
have extremely serious consequences. 

Testing protein drugs is currently a time-consuming and tricky 
process to perform, requiring the skills of a highly trained scientist 
and costing up to US$1,200 each time. Molecular Devices claims that 
its kit can perform the same test with better sensitivity in two hours 
for less than US$100. 

Beyond the bio-assay market, the much larger clinical-testing 
market beckons. This market — which estimates put at US$5 billion a 
year — because it is dominated by large companies like Abbott (the 
IBM of the clinical-testing business) will be a tough one to crack. 

Competing in it requires not only price-competitive products, but 
also access to hundreds of thousands of doctors. To get access, tiny 
(— 93 employees) Molecular Devices is working with the medical di- 
vision of the giant US chemical company, Du Pont, with the big firm 
developing and marketing products based on the start-up's technol- 
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Versatility 
from the 
next big chip 


By Bob Johnstone 


ake a good look at the printed circuit board pictured on this 
| page. What makes the board unusual is not what it does (it 
plugs into an Apple Macintosh computer to allow the use of a 

bigger screen), but how few chips there are on it. 

On most computer printed circuit boards chips are crammed 
shoulder-to-shoulder, occuping all the available space. This board, 
by contrast, is rather sparsely populated. To the left of the twin row of 
memory chips at the bottom are just three chips: a microprocessor 
and its co-processor — the ones with the light-coloured squaresin the 
middle — and, beneath them, a programmable gate array (PGA). 

Memories and microprocessors you already know about. But the 
PGA is something different, a new type of all-round chip that in the 
past couple of years has become one of the fastest growing sectors of 
the entire semiconductor industry. By the mid-1990s, some analysts 
predict, PGAs will be a multi-billion dollar market. The reason for their 
optimism is that, as markets fracture and products become increas- 
ingly customised, demand is growing for chips that are flexible 
enough to cater to niche needs. 

PGAs offer board builders the best of both worlds. On the one 
hand, they are standard parts that can be banged out like memory 
chips; on the other, they are user-programmable, thus can be cus- 
tomised — like microprocessors — to do any of the myriad tasks that 
microprocessors and memories cannot manage. Any tasks, that is, 
which come under the heading of digital logic. 

The building blocks for all computer systems, and increasingly of 
telecommunication and consumer electronic ones, too, digital logicis 
a way of organising and exploiting a basic property of electrical cir- 
cuits. Either a circuit is on or it is off, states which are represented in 
digital logic as a one or a zero. 

A given combination of ones and zeroes input to an arrangement 
of transistors known as a gate produces a given output. For example, 
when both inputs to an "and" gate are ones, the output is also a one; 





New circuit board: getting more from less. 
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to a “nand” (= not and) gate, 
zero. By combining the outputs 
of a series of individual logic 
gates, designers can construct 
an entire system. 

Semiconductor makers sell 
logic in the form of standard 
chips, each capable of a single 
function — such as counting — 
which designers then connect 
("glue") together to form a sys- 
tem. In addition to standard 
parts, there are also custom 
chips. In the past, these had to 
be virtually hand-crafted, thus 
were limited to applications that 
called for millions of them. 

Then, in the early 1980s, a challenge to glue logic emerged in the 
form of the application-specific integrated circuit (ASIC), a new type of 
semi-custom chip made possible by the dev jurc of powerful 
computer-aided design tools. The most popular type of ASICs are call- 
ed gate arrays. These chips consist of several thousand prefabricated 
gates that can be customised by adding a layer of metal connections to 
hook up the gates according to the user's specifications. 

But ASIC is actually a misnomer. It implies that different customers 
can use an ASIC for the same application, whereas nothing could be 
further from the truth. In fact, ASIC chips are customer- (not applica- 
tion-) specific. 

The proliferation of unique, non-standard parts has led to a seri- 
ous problem: as many as one in three ASICs do not work when plug- 
ged into the system for which they were designed. This is typically 
not the fault of the chip designer or the manufacturer, but of in- 
adequacies in the software simulators used to test the chip, or of 
changes made to other parts of the system without the designer's 
knowledge. 


me to market 


Either way, the result is that the chip has to be redesigned, anda 
new prototype produced and tested. This is a tremendous waste of | 
what one semiconductor industry veteran calls “the rarest commod- | 


ity in the world — technical brainpower.” 

The PGA represents the solution to the proliferation problem. Cus- 
tomers do not have to waste time working out test routines for their 
unique designs because PGAs, as standard parts, come fully tested 
from the factory. 

The big difference between conventional gate arrays and PGAs is 
that it is the end user, not the chip maker, who programmes them. 
The connections between the gates on the cell are made, not by 
superimposing metal, but by choosing connection patterns stored in 
memory cells within the chip itself. 


If a design does not work, all the user has to do is re-programme | 


it, a matter of a few hours. Using PGas instead of ordinary gate | 


arrays can cut development lead times from several months to 
several days. In today's frantic markets, that is a very significant ad- 
vantage. 

The company which invented the PGA and established the market 
for it was San Jose-based Xilinx, a classic Silicon Valley venture-capi- 
tal funded start-up founded in 1984. Since the introduction of its first 
product in 1985, the company claims to have sold more than 3,500 of 
its programming kits and more than 1 million of its chips to around 
1,500 customers worldwide. 

Xilinx's clients include every major manufacturer of electronic 
equipment, such IBM, AT&T and Hewlett-Packard in the US; and 
Fujitsu, Hitachi and NEC in Japan. Although computers have been 
the main area of application for PGAs, accounting thus far for just 
under 30% of the company's shipments, other important markets in- 
clude telecommunications, military and industrial. 

Xilinx's immediate predecessor was Zilog, a maker of micropro- 
cessors, whose former head technical whizz, Ross Freeman, came up 
with the concept of the PGA. The company's other crucial pedigree be- 
longs to its president, Bernie Vonderschmitt, formerly general man- 
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Z ager of semiconductors at RCA 
; For Xilinx tosucceed, havin 
3 the concept and the software 
development tools was not suf 
ficient — the company als 
needed the most advanced. 
semiconductor manufacturing |. 
technology it could find. For 
this, it relies on the Japanese —. 
precision manufacturer Seiko - 
Epson (see box), a specialist in ~ 
high-speed ^ complementary =| 
metal-oxide silicon (C-MOS), the. 
process technology on which 
PGAS are based. | 
PGAs are intrinsically come 
plex devices, hence difficult to -< 
manufacture. The interconnections on them — any point on the chip. 
can be connected to any other — hog a lot of the available silicon. — 
Thus, the finer the width of the circuit debo the more gates” 
you can cram onto the chip, and the more applications you can ser 
vice. 
At the current minimum line width of 1.2 microns (equal to mil 
lionths of a metre), Xilinx’s densest chip mounts 9,000 gates. Thisisal- 
ready large enough for most applications, 90% of which use fewer | 
than 10,000 gates. 
Within a couple of generations of process technology — that is, by - 
the mid-1990s — PGAs should reach a density level of around 40,000 | 
gates. "Once we get there, we'll take a very large chunk of the AsiC 
market," predicts Vonderschmitt, "because [PGAs] will be the best - 
solution for a huge percentage of applications." | 
Even at current levels, PGAs satisfy requirements for close to half : 
the market for C-MOS idi arrays, now worth around US$2 billion an- : 
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gineering. As yet, however, PGAs have yet to make their presence 
. really felt in the marketplace. This year, sales by all vendors are ex- 
- pected to reach US$150 million. 
... Why so small? The main reason is that only a handful of com- 
panies make Pcas. For three years, Xilinx and, latterly, its licensee, 
Advanced Micro Devices, had the market to themselves. Now, other 
companies — notably Actel, a Texas Instruments backed start-up, 
semiconductor specialist Plessey — are joining in. 


Ithough it has yet to begin sample shipments of its chips, Ples- 

sey reckons it could have a significant advantage over its US ri- 
: vals. The UKecompany is currently the world's ninth largest 
maker of gate arrays, thus has a large existing customer base. In addi- 
tion, the company expects to pick up a lot of new users, says Plessey's 
worldwide marketing director, Ray Gleason. 

These will be mostly small firms attracted by the fact that, in low 
volumes, PGAs are much cheaper than gate arrays. When require- 
ments go beyond the crossover point — 20,000 units — Plessey's 
software wifl enable customers to progress straight from a PGA to a 
standard gate array without having to redesign the whole circuit. 
Whereas, Gleason says, with other makers’ PGAs, a redesign would 
be necessary. | 

Despite the potential size of the PGA market, there will not be 
many other competitors. With gate arrays, entry is straightfor- 
ward: like dynamic random access memories (D-RAMs), the devices 
are simple to design. All you need is a few engineers, a computer- 
aided design system and you are away. The inevitable result is that 
the gate array market is a crowded one characterised by cut-throat 
pricing. 

With PGAs, explains Xilinx executive vice president Wes Patter- 
son, the picture is very different. The devices feature a complex, pa- 
tentable architecture. And they must be supported by a wealth of 





— Watch the connection 
T If programmable logic arrays are going to make the big time, they 
need to be right at the leading edge of semiconductor manufactur- 
ing technology. When Bernie Vonderschmitt formed Xilinx in 
1984, he knew exactly where to go to get that technology — Japan- 
ese precision machinery specialists Seiko Epson. 

A decade earlier, when Vonderschmitt was general man- 
ager of semiconductors at RCA, it had been the Japanese who 
came to him. Seiko was looking for a low-power, low-volt- 
age semiconductor technology to drive its new electronic 
quartz watches, and the C-MOS developed by RCA seemed to fit the 
bill. 

From that initial contact, a long-term relationship based on 
mutual trust has developed and blossomed between the small 
(145 employees worldwide) US firm and its much larger Japanese 
partner. | 

As an example of how well the relationship works, Xilinx 
executive vice-president Wes Patterson mentions that, in last 
year's boom market for semiconductors, when Seiko Epson could 
have filled its production capacity three times over and doubled its 
prices, the Japanese firm continued to ship Xilinx PGAs at the 
agreed rate. _ 

“They are an exemplary partner,” says Vonderschmitt. He 
adds that “if it weren’t for Japanese semiconductor manufactur- 
ing, Xilinx wouldn't exist — we couldn't have gone to anyone in 
the US who would have provided the support we got at Seiko." 

In the partnership, the Japanese company contributes its 
superlative manufacturing skills. In return, Seiko Epson 
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proprietary software. In both respects, PGAs resemble microprocess- 
ors rather than memories. Thus it could well be that, as in the micro- 
processor market, there will be room only fora few players who will 
set the industry standards for PGA. 

So far, other than Xilinx’s partner Seiko Epson, no Japanese 
semiconductor maker has attempted to enter the PCA business. There 
are several reasons for this, principally the relatively small, widely 
dispersed nature of the market (of Xilinx’s 10 largest customers, none 
accounts for as much as 5% cent of sales). 

This is at odds with the Japanese focus on the consumer sector, 
which calls mainly for custom chips in high volumes. Other barriers 
to entry include the strength of the market leaders’ patent positions, 
and the Japanese weakness in software. 

Another important difference is that selling PGAs is not like selling 
D-RAMS, which is a relatively straightforward, almost over-the- 
counter business. Programmable gate arrays by contrast require a 
well-trained sales force of field application engineers to go out and 
hold seminars to teach customers how to use the software develop- 
ment tools needed to programme the chips. 

These tools must run on all computers commonly found in cus- 
tomers’ development laboratories. Thus far, Xilinx has focused on 
the most common development platform of the lot, the IBM PC and its 
cones. 

Within the next year, however, the company plans to "port" — 
that is, adapt — its software to run on several well-known brands of 
work station, including those made by Digital Equipment Corp., Sun 
Microsystems and Mentor. This move should significantly broaden 
the potential users of PGAs. 

In the past year, says Xilinx president Bernie Vonderschmitt, the 
momentum behind PGas has increased tremendously. By 1995, he 
predicts a market of US$2-3 billion for the chips. Between now and 
then, "It's just a matter of how well we build the tools and execute," 
he says confidently. n 





Sources: XILINX* , Dataquest** 


Programmable Gate Array" Gate Array" 


receives compensation in several (non-monetary) ways: 
> Highly complex, compactly laid-out devices like PGAs are a 
challenge to make and a good gauge against which to measure 
process technology prowess. SE a | 
> Contacts with Xilinx engineers provide a good window on the 
latest developments in Silicon Valley. —. 
> Above all, in the longer term, there is the chance to participate 
in what promises within the next few years to become an ex- 
tremely lucrative business. ma | 

For its part, the Japanese company says it believes that in the 
future, through working together, both companies can improve 
theirtechnology and, in consequence, achieve good results. 

‘a Bob Johnstone 
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The Image of the Future. 


ven in today’s automated age, the bulk of most companies’ 

business information is on paper in the form of reports, 
invoices, receipts, drawings or hand-written notes. Hidden 
away in files. And all too often misfiled, mislaid or ‘on someone 
else’s desk’ 

It’s totally inefficient and extremely expensive. 

It’s also completely unnecessary. 

Wang Integrated Image Systems (WIIS) is available — 
today — to capture such information, and store it digitally on 
optical or magnetic disk. For instant retrieval and display by 
users throughout yoür whole organization. 

WIIS can distribute — and receive — information via 


facsimile. And an Optical Character Recognition (OCR) capability 


allows scanned input to update your main database from 
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invoices, work orders and the like. 

What's more, WIIS doesn't stop at image processing. It 
goes far beyond it — handling data, text, graphics and voice 
processing at the same terminal, right there at the user's desk. 

WIIS is more than evolutionary. 

It's revolutionary. A vital contributor to the Wang strategy 
of affording you total management of 100 per cent of your 
business information. Wherever it's located within your 
organization, on whatever equipment — PC, minicomputer or 
mainframe — from Wang... or from any other vendor. 


WANG 
MAKES IT WORK. 








_ There is som 








: . nothinglessthana completely different way of thinking for Japan- 
. ese society — a less conformist mode of acquiring and using 
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JAPAN 1 


.. Collectirism and competition are hallmarks of education system 
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apan's education system combines the 
best and the worst aspects of modern 
schooling. As an industry, it is the 
paragon of efficiency. Public spending 


^. on education comprises a lower share of na- 
z^ tional income than any other rich nation. But 
^ Japan hasaliteracy rate of 99.7% and in every 
- international survey of achievement in 
-. mathematics and natural science, it has con- 
—' sistently emerged at or near the top. 


The basic reason for this educational 


. achievement is a potent combination of 
^. egalitarianism and tough competition that is 
> the hallmark of much of Japanese life. Japan- 
.- ese parents, children and teachers insist on 
<: absolute equality in the distribution of state- 
_ financed resources for education. The au- 
^. thorities have gone out of their way to meet 
. this demand — from the colour of the paint 
^... Work to the school curriculum. During the 
~ compulsory school years (from first grade at 
¿© the age of six to ninth grade), educators 
. Strictly avoid making distinctions on the 
.. basis of ability or achievement. There are no 
= Separate streams, remedial programmes or 
- student electives. 


64 


While the state dishes out everything 


evenly, students are made acutely aware of 
the competition and that their future life de- 
pends on getting good marks and on enter- 
ing the more prestigious educational institu- 
tions. Pupils are ranked in class according to 
scholastic achievement and their desk in the 
classroom determined accordingly. Middle 
schools (from seventh through ninth grades) 
are ranked in each district according to the 
quality of the high schools their pupils enter. 
High schools are graded according to which 
university pupils enter. And the university 
pecking order is determined by the jobs their 
graduates receive. 

In this sense, Japan is probably the 
nearest thing to a meritocratic society, largely 
because of this interaction between cosy col- 
lectivism and ruthless rivalry. The harsher 
the competition, the more anxious parents 
are to ensure that their child receives equal 
treatment. And the more comprehensive 
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the schooling is, the greater the competition 
for entry into the top schools. 

The result of all of this is Japan’s examina- 
tion hell because the system demands a neu- 
tral means of measuring merit. Exams, espe- 
cially of the multiple-choice variety, do just 
that. The first important exam almost every 
child takes is the one to gain entry into high 
school. This is the great parting of the ways. 
After being lumped together in elementary 
and middle schools (the first nine grades up 
to the age of 15), pupils are sifted according to 
which high schools they enter. 

The second exam is the one for entry into 
university, which will determine the stu- 
dent’s future career path. And because 
lifetime employment still predominates (big 
firms retaining their staff from graduation to 
retirement account for 27% of the labour 
force), doing well in the university exams has 
become a national obsession. 

Nearly everyone in Japan says they hate 
the university entrance exam system — four 
days which determine the path a person will 
take for the next 40 years or more — but 
everyone recognises that it is indispensable. 
Japan needs as impartial a method of screen- 
ing as can be devised. As the British 
educationist Ronald Dore has pointed out, a 
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powerful force is required to counterbalance 
the back-scratching mores of a group- 
oriented society like Japan. Hence a fair 
and uniform distribution of education re- 
sources and the tough exam system. 

Any institution of higher education that 
uses methods of selection other than objec- 
tive tests may do soatits peril, because it risks 
harming its prestige. The more stern and dif- 
ficult the tests, the higher the position in the 
national ranking of universities. 

The syndrome is not new. Japan has been 
suffering from examination hell for most of 
this century. It was the Meiji Reforms which 
instituted examinations as the chief method 
of screening an élite to run the country. The 
post-1945 reforms just made it more hellish 
by dramatically expanding the available pool 
of candidates. Whatis called the second great 
school reform introduced a single-track sys- 
tem on American lines: everybody wishing 
to go to university has to spend six years in 
primary school, three years in middle school 
and a further three years in high school. 

In so doing, the reforms broadened the 
school net wider than anywhere else in the 
developed world. The percentage of child- 
ren entering high school (that is the non- 
compulsory phase beginning in the 
10th grade) rose from 43% to 94% 
between 1950 and today. 

Ikuo Amano, a professor of edu- 
cation at Tokyo University, says 
there are five main reasons for 
Japan's scholastic success: a uni- 
form curriculum; highly qualified, 
well-paid teachers; group-oriented, 
obedient students; grade-conscious 
parents, and fierce competition 
among secondary schools. 

All these factors combine to pro- 
duce an exceptionally high motiva- 
tion to learn. Hiroshi Azuma, a 
distinguished educational psy- 
chologist, says that the essential 
attribute of Japanese-style schooling 
is neither rote memorisation, nor 
the analytical method, but what he 
calls “the modelling approach.” This ap- 
proach, he says, “surrounds the learner 
with a culture the pupil can master, by 
creating a warm, protective atmosphere in 
which the culture can penetrate the child by 
osmosis.” 

It is no coincidence that the quality of 
schooling deteriorates the further one pro- 
gresses through the system. When students 
reach the top, the universities, the standard 
of education is low. The education system is 
magnificent at teaching the basics. It even ex- 
cels in music and art. But as soon as school- 
ing moves beyond that level to teach people 
how to use those building blocks of know- 
ledge, Japanese education founders. “The 
very meaning of ‘to think’ is not well under- 
stood in our culture,” says Azuma. “To us it 
means something like: to find out an answer 
which can be shared by others.” 

To be fair to the Japanese system, “inde- 
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Winners and losers from an early ag 


pendent thinking" is not reckoned tà be 
something that can be taught in schools, but 
is supposed to come with age and experi- 
ence. However, the passing of exams hag be- 
come the sole focus of the syllabus, and there 
is no time to pursue a special interest or to go 
off at a tangent. Everything becomes subor- 
dinated to the need to satisfy the all-powe 
examiners. 


his mania has spawned an entire in- 

dustry to perfect examination 
techniques, to analyse which 

schools did best, to design ways of 
assessing the right slot for each child. Na- 
tional newspapers publish all the es of 
successful university entrants. Up to 40% of 
the shelf space in bookshops is devoted to 
the output from this industry. ‘a 
There is near unanimity among 
educationists and reformers that excessive 
competition over exams is the most impor- 
tant problem for Japanese schools. Every- 
body applying for one of the 95 government- 
run national universities takes a common en- 
trance exam prior to the test given by indi- 
vidual institutions. The first-stage exam 
covers five subjects: mathematics, Japanese, 





2: ML 

e (B 
English, natural science and the humanities. 
Multiple-choice and short-answer questions 
are the main way of covering the massive 


amount of detail. Japanese students learn at 
an early age that a given problem has or 
one right answer. H 
Examinations held by individual univer- 
sities are, if anything, even more 


only 





Malaysia. These countries were to be iden- 
tified on the basis of a table of crop statistics. 
Two factors have conspired to stoke the 
furnaces of competition. One is the sheer 
number of candidates. In 1987, there was a 
total of 549,000 applicants to all universities, 
24% more than in 1985. Of that number, 
233,000 were so-called ronin, literally master- 
less samurai, who had failed the entrance 
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test the first time and were studying at least 
one more year to try again. 

True, the supply of high schools and uni- 
versities has expanded to meet the demand. 
The former now numbers 5,508, half as 
many more as in 1948. There are now 474 
universities, compared with only 12 at the 
end of the war. But the shape ofthe pyramid 
has not really changed; it has sfinply grown 
tller as more layers were added. Entry into 
Tokyo University, the pinnacle, is generally 
regarded as a test of endurance as much as 
intelligence, requiring 42-14 years of careful 
preparation. 

The numbers of applicants are likely to 
peak in three years' time. But there is only a 
faint hope that the competition will begin to 
coolasthe numbers of entrants decline there- 
after, because of a second factor behind this 
rat race: rising incomes. This*is where the 
egalitarian ideal comes up against reality. 

A family with a child in publichigh school 
can expect to spend about 5% of its income 
on education expenses, and about 10% for a 
child in private school. On a national scale, 
the proportion of private schools has re- 
mained steady for many years, at a quarter of 
the total . Only about 100 of the 1,300 private 
: institutions are regarded as top 
$ quality. Many of the rest are for bet- 
$ ter-off children not clever enough to 
S goto good state high schools. 

Most of the new money has 
poured into cram schools, the 
ubiquitous juku. There are at least 
35,000 juku in Japan, 7096 of which 
have been founded since 1976. Offi- 
cial figures show that almost half of 
all ninth graders attend juku, and 
this proportion continues to rise as 
students approach the university 
entrance exam. 

This syndrome of spending on 
education is not unique to Japan, 
but it is peculiarly fierce because 
most mothers see their main role in 
life is to help their offspring receive 
every educational opportunity 

open to them. Japanese mothers, most of 
whom do not work during their child's for- 
mative years, are under constant pressure 
from the media, their peers and others to 
place their children's educational interests 
above all else. The achievements are plain: 
almost all children are functionally literate by 
the time they enter elementary school. 

Japanese families are using their rising 
wealth in another way — to avoid the re- 
morseless pressure of exams by entering 
their children into what are called "escalator 
schools," a growing phenomenon in Tokyo 
and particularly so for girls. These are private 
schools attached to private universities, 
where the transition from one to the other is 
more or less automatic. This answer fails to 
break the vertical thread that runs through 
Japanese life and schooling. It just shifts 
the competition down the ladder to 
kindergarten. m 





Piecemeal measures hamper examination reforms 


- Class-war casualties 


t is difficult to measure the number Sf 
casualties of examination warfare. The 
strain on the student has not led to more 
4^. suicides; the rate has in fact fallen to a level 

below that of the US. On the other hand, inci- 
dents of violence, towards teachers and to- 
wards other students, have become a big 
issue in the media though the statistics are 
- very unreliable. 

More prevalent is something even more 
difficult to quantify: a feeling of malaise, a 
sense of disenchantment with what is being 
taught and the way it is delivered. Former 
. prime minister Yasuhiro Nakasone's educa- 

"tion reform council described it as a state of 
"desolation" in Japan's school system. That 
is an exaggeration. The dropout rate at high 
school is rising, butis still low (2%) compared 
with other countries. 

Standards seem to be slipping neverthe- 

less. Polls of adult opinion show increasing 
- . dissatisfaction with primary and secondary 
schools. And a 1982 international study of 
scholastic achievement in mathematics 
‘showed that the average 13-year-old Japan- 
ese, while continuing to surpass his peers 
throughout the rest of the world, was not 
doing as well as he or she did when the first 
survey was taken in 1964. 
.. Nakasone's council described the prob- 
. Jem this way: "The most important aim of 
the educational reform to come is to do away 
with uniformity, rigidness and closedness, 
all of which are deep-rooted defects of our 
education system, and to establish the princi- 
ples of dignity of individuals, respect for per- 
sonality, freedom, self-discipline, and indi- 
vidual responsibility — in other words, the 
principle of putting emphasis on individual- 
ity." 






















This intention is fine in theory, but it di- 
rectly confronts the cardinal virtues and vices 
- ofthe system. The uniform curriculum and 
the rigorous, fact-ridden exams are the result 
of a desire for equal treatment. As a result, 
the reforms are piecemeal and fall far short of 
being a third great wave of change compara- 
ble to that of the 1870s and 1940s. 
pm Given the importance of examinations, 

. the council spent surprisingly little time on 

this topic. Its proposals are to be introduced 

by the government next year. They will 

make almost no difference at all. The Educa- 

tion Ministry is to scrap the current uniform 

entrance exam, taken by all candidates wish- 

= ingtoenteranationaluniversity. It will be re- 

* . placed by another uniform exam, but this 

time, no universities will have to use this 

exam if they do not want to. They can just use 
their own test instead. " 





The main improvement, in fact, will be 
the provision to conduct the test "two or 
more times a year." This will make it a bit 
easier for students to apply to more than one 
university. Another suggestion of the coun- 
cil is that each university should establish an 
admissions office that would be there on a 
full-time basis to process and interview 
applicants. According to Koichiro Ishii, a 
former managing director of Bridgestone 
Tyre Co. and a member of the reform coun- 
cil, universities are strongly resisting the 
idea, because they do not want to open 
themselves to the charge of partiality. 

If it is difficult to get rid of Japan's exam 
obsession, perhaps it can be undermined in- 
stead. Thatisthe approach of the educational 
reform council and, subsequently, of the 





Education by degree 


od 


government, which is trying to alter both the 
content and the concept of education. 

Take the question ofcontent first. Accord- 
ing to the recent curriculum proposals, the 
course of studies from kindergarten to high 
school is being revised between 1990 and 
1996 with the aim of promoting more diver- 
sity in the curriculum. It is hoped that this 
will overcome the excessive uniformity of 
studies, but it is unclear how far this will be 
allowed to go. Atthe moment, the Education 
Ministry specifies curriculum content and 
the sequence of instruction in great detail, 
down to the order in which kanji characters 
should be learned and at which grade. 

The curriculum changes seem to want to 
have it both ways: to nurture creativity and 
return to traditional Japanese values, which 
are likely to stifle independent thought. Stu- 
dents will be helped to cope with the “infor- 
mation age” and with internationalisation, 
but this appears to contradict the desire, evi- 
dent in the proposals, to heighten the child- 
ren's awareness of their identity as Japanese. 
World history for high school students will 
be made compulsory, while Japanese history 
will be optional. On the other hand, teachers 
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are being asked to foster attitudes "honour- 


ing Japan's traditions and culture, [provide] 
greater instruction of the national flag and 
anthem and more time on physical educa- 
tion devoted to the traditional martial arts." 
These changes are deeply disappointing 
to the liberalisers. Perhaps they should be 
seen in conjunction with moves to alter the 
national conception of education. Reformers 


are pushing the idea of lifelong education, 


education as a pursuit that does not end 
when a person reaches the age of 22. This 
notion is seen as the second way to under- 
mine the status of exams. This innocuous 
idea is actually more powerful than it 
sounds. If companies could be persuaded 
to release their employees for a period to 
gain further qualifications, it would eventu- 
ally reduce the overwhelming emphasis Ja- 
panese companies (and people) place on the 
type of university a person entered at the age 
of 18. 

Japan's educational system is a micro- 
cosm of the way the country as a whole is 
governed: on the principle that nobody is re- 
sponsible. The absence of authority over the 


reform programme extends right to the top. 





The education minister himself is of largely 
formal importance. In the three years the re- 
form council existed, there were five minis- 
ters of education. 

Certain things will happen of their own 
accord. In some areas of the Japanese econ- 
omy, such as banks and securities com- 
panies, the lifetime employment system is 
breaking down. The growing use of compu- 
ters will make mass education more flexible. 
In Kanagawa, for instance, there is a pilot 
project at an elementary school in which 45 
computers are linked together in a class- 
room, and the pupils can use them for an 
hour a week to improve their arithmetic and 
Japanese. This is particularly effective in 
Japan where there is so little formal help 
given to slow learners. Eventually, all 
schools will have computers. 

Affluence, too, may be a potent factor 
in forcing educational reform. "We have 
passed the time when people are only 
concerned by academic achievement,” 
says Hidetoshi Ito, a high-school principal. 
“It is time to think about other things apart 
from passing exams,” he adds. 

a Nigel Holloway 
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Many people insist on the best of both worlds when it 
comes to financial services. They want a bank that can 
offer traditional excellence, consistent service quality 
and cast-iron security. But they also realize that success 
in today’s global financial markets depends crucially 
on an authoritative international presence. That’s why 
they bank with Credit Suisse. Our solid Swiss virtues 
are regularly rewarded with a triple-A rating from the 





world’s most prestigious rating agencies. At the same 
time we are also a premier player in the world’s finan- 
cial markets. Credit Suisse’s activities are closely co- 
ordinated with those of the global investment banking 
group, CS First Boston, Inc. International strength 
backed by Swiss tradition means that Credit Suisse 
can offer you the best of both worlds. 





We do more to keep you A at the top. 
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There's no tougher truck on 
earth than a Mack? truck. 
Year after year, it thrives un- 
der conditions that destroy 
ordinary trucks. So it lasts 
longer on the job and,spends 
less time being serviced or 
repaired. 


Mack engineérs the entire 
truck — cab, chassis and 
powertrain — with integrated, 
Balanced Design so that all 
components work together 
as a perfectly matched team. 
The result? Superior power, 
efficiency and reliability. 


Our trucks are supported 
by an equally dependable 
worldwide parts and service 
network with strategic loca- 
tions. Each staffed ana 
stocked with certified tech- 
nicians and genuine Mack 
parts, because there Is no 
substitute for Mack Quality. 


A Mack truck is a lasting 
investment, and ultimately 
worth more because it costs 
less to operate. No wonder 
Mack is the first choice for 
trucks that last. 
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The higher they go, the easter it gets 








By Bob Johnstone in Tokyo 





ese education, thtre is only one point of 

consensus: the need to improve higher 
education, particularly post-graduate educa- 
tion which has long been undervalued in 
Japan. Much of the push towards reform has 
come from industry. 

Until recently, companies have been able 
to buy most of the technology they needed 
from the West. AllJapan’s universities had to 
do was churn out graduates capable of ap- 
plying that technology. Now that the supply 
of new ideas for the production line has 
begun to dry up, however, industry has be- 
latedly seen the need to invest in the deve- 
lopment of domestic intellectual resources. 
As yet, however, corporate and private en- 
dowment of even top Japanese universities 
is still only a fraction of levels in their Western 
counterparts. 

Industrialists say that they need 
graduates who are creative enough to come 
up with ideas for new products, not just im- 
proved ways of making existing ones. 
Creativity, they claim, is crucial to survival: 
companies that cannot come up with in- 
novative products for which they can charge 
premium prices are increasingly vulnerable 
to competition from lower-cost producers in 
other countries. 

Although the need for university reform 

is widely appreciated, inertia reigns. Stingy 
funding, an inflexible, over-centralised 
bureaucracy and reactionary forces within 
the universities combine to ensure that such 
changes as do take place are small in scale 
and inadequately implemented. 

To get an idea of what is wrong with Ja- 
panese higher education, a visit to a Japanese 
university is instructive. Any of the country’s 
400-odd universities will do for standards in- 
tended to ensure equality are everywhere 
rigidly enforced (down to details such as the 
number of square metres of floor space in a 
professor's office). 

Notice first the down-at-the-heel, slightly 
seedy appearance of the campus. The build- 
ings are dilapidated, the grass surrounding 
them unkempt, and the corridors could do 
with a coat of paint. That, however, would 
be difficult, because they are full to overflow- 
ing with ancient filing cabinets, refrigerators 
and other academic detritus (there appears 
to be no official provision, perhaps just no 
budget, for getting things thrown out). 

The gatehouse is empty, a telltale sign of 
the government's freeze on hiring, especially 
of support staff. Gatekeepers may be dispen- 
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Trouble i in leisureland 


sible, but technicians in science faculties are 
less so. Their lack means that able young 
minds must spend far too much of their time 
doing drudge work. 

The campus seems oddly quiet, deserted 
almost. Where, one wonders, are the stu- 
dents? All too often (from an academic point 
of view) the answer is somewhere else, wind 
surfing, maybe, or, in winter, skiing — any- 
thing to make the most of their brief respite 
between exam hell and salarymanhood. 

Getting into a top Japanese university is 
extremely difficult; graduating is a cinch. 
There are no tests to pass, no papers to 
submit, nothing in short which requires 
students to study at all. What little incen- 
tive there is to do any work is undermined 
by competition among companies for 
graduates. As competition increases, the 





Tokyo University exam elation. 


tendency has been to recruit earlier and 
earlier. Many students at good universities 
are spoken for well before their final year 
(when recruitment is officially allowed to 
begin). 

However, the industrial predilection for 
early recruitment and in-house training has 
two serious drawbacks. One is that company 
education is necessarily narrower than that 
of a university, being tailored to the com- 
pany’s specific requirements. The other is 
that, by practising the academic equivalent of 
cradle-snatching, companies drain the life- 
blood of the scientific community. 

The undergraduate’s spell in “leisure- 
land” — a description of Japanese univer- 
sities attributed to former prime minister 
Yasuhiro Nakasone — lasts four years. His 
professor’ s tenure, by contrast, can go on for 
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20 years and more. Once appointed, a pro- 
fessor can remain completely cut off from the 
real world until retirement. Particularly lac- 
kadaisical are the humanities faculties. An 
extreme case quoted by Yoichi Masuzoe of 
Tokyo University concerned a professor of 
German who retired from the university last 
year with the boast that he had never actually 
been to Germany. 

Nor, Masuzoe contends, is the situation 
much better in the social sciences. In eco- 
nomics, for example, teaching is divided 
between modern and Marxist economics. 
Rather than present an analysis of economic 
developments from both points of view, 
then attempt to demonstrate why its analysis 
is superior, however, each side simply at- 
tempts to ignore the other. Things are not 
quite so bad in science and engineering de- 
partments, where there are competitive 
pressures on specialists in the same fields to 
publish their results. But here, too, the sys- 
tem does not encourage (or reward) dili- 
gence. 

Scrupulously egalitarian allotment of lim- 
ited resources means that any and every pro- 
fessor can obtain the same minimum 
amount of staff and funds, regardless of the 
quality of his or her research results. But re- 
searchers below the rank of professor — in 
effect, those younger than 40 — often have a 
hard time obtaining any money at all. In 
Japan, whois allocated grants is largely up to 
the elderly professors who advise the Educa- 
tion Ministry. Being in such professors' good 
books thus tends to count for more than an 
original proposal. 

The likelihood of such proposals being 
made at all is considerably reduced by the 
paucity of post-doctoral fellowships. Such 
fellowships are considered a crucial reason 
for the success of the Western university re- 
search system. They allow the young PhD 
two or three years of independence and fi- 
nancial security during whatis usually recog- 
nised to be the most creative period — be- 
tween the ages of 25 and 35 — of his or her 
career. It is in this period that many impor- 
tant scientific advances are made. 

In addition to being denied funds, Japan- 
ese PhDs are shabbily treated in other ways. 
For one thing, they are expected to publish 
more papers in order to get their doctorate 
than elsewhere. For another, the supply of 
PhDs greatly exceeds demand for them 
in the academic sector (an excess that the Ja- 
panese call the “over-doctor” problem). Nor, 
traditionally, has industry been interested in 
recruitment at this level. Those who.do enter 
companies are often put on a salary scale 
equivalent to, or even lower than, employ- 
ees who joined with a batchelor's degree. 

PhDs lucky enough to get a university 
position face a different sort of problem: in- 
breeding. In many Western countries, 
young people in search of an academic posi- 
tion are strongly advised (or even required, 
asin West Germany) to take a job at a univer- 
sity other than the one from which they 
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graduated. In Japan, by contrast, many 
faculty members are graduates of their own 
departments. 

In such an isolated and tightly knit com- 
munity, it is easy for young PhDs to be over- 
influenced by their professors (on whom 
they depend®for funds and for whom they 
must do all sorts of routine chores). But there 
appears to be little the Education Ministry 
can do to change this claustrophobic situa- 
tion, because universities are, to a very large 
extent, laws unto themselves. 

Their exceptional autonomy results from 
changes made immediately after World War 
IL, on the insistence of US advisers. These 
were intended to avoid the recurrence of pre- 
war abuses such as the sacking of professors 
who refused to toe the ultra-nationalist line. 
In Japan, the faculty itself appoints the presi- 
dent, from among its own members. The 
presidency is a largely honorary post. Any 
attempt by the Education Ministry to influ- 
ence university affairs tends to elicit ahowl of 
“state interference” from the faculty. In the 
face of such a response, the bureaucrats usu- 
ally back off. 

In other respects, though, the ministry 
keeps the universities undera very tight rein. 
All applications for changes in the system — 
the introduction of a new course, for exam- 
ple, or the hiring of new staff — must be re- 
ferred to Tokyo for approval. There, the ap- 
plications will often be weighed on the basis 


that if one university gets it, all will want it. 
To avoid setting a precedent, the safest thing 
is to say no. 

But the greatest obstacle to the reform of 
higher education in Japan remains the lack of 
cash to pay for it. Parsimony in the funding 
of higher education is a thread which has run 
throughout the postwar period. Only 20% of 
national and local government spending on 
education goes to the universities. Unwill- 
ingness to build enough new universities to 
meet the demand for higher education has 
led to a situation where today, 70% of all stu- 
dents are enrolled in private universities. Al- 
though the best private universities rival the 
best national ones, the quality of the educa- 
tion in the private sector is, on the whole, 
much poorer. The government does sub- 
sidise private universities, but as their 
number has increased, so the level of sub- 
sidisation has dropped, to around 30% 
today. 

“The government wants change,” says 
Ikuo Amano, a professor at Tokyo Univer- 
sity's education department, “but it doesn't 
want to pay for it." That is why, he claims, 
the government has been encouraging in- 
creased industrial investment in higher edu- 
cation. The official attitude appears to be 
that, if industry is dissatisfied with the per- 
formance of universities, then it should be 
prepared to foot much of the bill for improv- 
ing that performance. * 
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Industry on 
the outside 


hen it comes to higher education, 
W reformers stress the need for closer 

contacts between universities and 
industry, and the need for more foreigners 
on the teaching staff. These two themes go 
together because it is only by attracting funds 
from companies for new chairs that Japanese 
universities can accommodate academics 
from outside. At the moment, the power of 
the faculties ensures that existing positions 
go only to those who have come up through 
the system. 

It has long been apparent that Japanese 
companies would rather spend money en- 
dowing chairs or sponsoring research at 
American universities than Japanese ones. 
Although no accurate figures of the total 
funding are available, Business Week recently 
estimated annual spending by Japanese in- 
dustry of US$30 million in research contracts, 
plus at least as much again in endowed 
chairs. Whereas, at Japanese universities in 
1986, contract research was around US$20 
million. 
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oped state-of-the-art technology. This 
family of aircraft was designed so that 
their seating capacity can be extended 
from 46 to 70 seats in answer to airline 
passenger traffic fluctuations. 
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ATR 42-ATR 72 


The cooperation between AEROSPATIALE 
and AERITALIA has resulted in new air- 
craft ATR 42 and ATR 72, first editions of 
the ATR family. These new generation turbo- 
prop jets benefit from recently devel- 
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Japanese universities hate to see so much 
cash flowing out of the country. Until recent- 
ly, however, they have been prevented from 
getting their hands on it by two obstacles. 
One was the law: this has now been 
changed, to allow money to flow from indus- 
try through several channels (such as en- 
dowed chairs). The other, in many ways 
more serious, obstacle was and is faculty 
members — many of whom consider them- 
selves leftists — who insist that accepting 
money from industry will mean a loss of in- 
dependence for the universities. Faculty 
members at Tokyo University, for example, 
fought tooth and nail against the university's 
new Research Centre for Advanced Science 
and Technology. 

This institute was set up in response to 
several problems. The first is that many areas 
of modern research — the new high-tem- 
perature superconductors, for example — 
require scientists from different disciplines to 
work together. But in Japan’s vertically inte- 
grated society, interdisciplinary research is 
particularly difficult. The new centre seeks to 
lower this barrier to creativity. 

Although the number of foreign students 
at Japanese universities is growing rapidly, 
there are still very few foreign faculties. By 
1986, four years after the law had been 
changed to permit their full-time employ- 
ment, there were just 13 foreign staff at na- 
tional univeristies. 
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With what one disenchanted foreign 
academic has described as its “formidably 
exclusionist mentality,” Japan has not been 
particularly successful in its past attempts to 
incorporate non-Japanese into its campuses. 
(Witness the summary dismissals of the for- 
eign faculty at Tsukuba University, an ex- 
perimental college set up along American 
lines by the Education Ministry in the mid- 
1970s.) 

Tokyo University’s new institute appears 
to be trying hard to make its five foreign pro- 
fessors feel at home. The university is also 
having a stab at introducing job mobility into 
its new institute. It has four guest chairs toin- 
vite researchers from other universities, na- 
tional institutes and even companies. And its 
own staff of 48 professors do not have per- 
manent tenure (though they do have posts to 
go back to at the university's main campus). 
This is not terribly ambitious for a university 
the size of Tokyo. But it is a step in the right 
direction, and other universities are report- 
edly watching the experiment closely. 

In the past, the Education Ministry has 
exercised strict control over higher educa- 
tion. In the future, ministry bureaucrats say, 
it will be up to the universities themselves to 
decide in which direction to proceed. The 
pressure, they assert, will come from de- 
mographics. For the next four years, the sec- 
ond post-war baby boom will occupy every 
university place going. Beyond that, enrol- 
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ment will drop off rapidly and universities 
will have to work hard to differentiate them- 
selves if they want to attract students.But 
what will ultimately determine the success of 
university reform in Japan is the willingness 
of the academics themselves to make it hap- 
n. 9 

e Some Japanese say that most leading uni- 
versities are really just schools of engineering 
with a few liberal arts departments tacked 
on, almost as an aftertbought. Studying the 
humanities is still widely regarded in Japan 
as being little better than pursuing a hobby. 

The disequilibrium dates back to the es- 
tablishment in 1868 of Japan's première alma 
mater, Tokyo University. Eight other impe- 
rial universities were established along simi- 
lar lines. After the war, US authorities de- 
creed that Japan's 47 prefectures should have 
at least one university each. Although ini- 
tially derided as eki-ben daigaku, literally, “sta- 
tion lunch-box" universities (implying that 
the education they dispensed could be 
bought cheaply and consumed quickly), 
they quickly attracted students. 

“Japanese university education was a 
good match for the needs of industrialisa- 
tion," says Tominaga Keii, president of the 
Numazu College of Technology. "It pro- 
duced solid, second-class engineers." But 
such graduates are not suited to the require- 
ments of post-industrial Japan. 

j = Bob Johnstone 
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Caught in the crossfire 


A Bright Shining Lie: John Paul Vann and 
America in&/ietnam by Neil Sheehan. 
Random House, New York. US$24.95. Tobe e 
published by Jonathan Cape in Britain. 


It was, writes Neil Sheehan of Vietnam, a 
“war without heroes.” Yet a strain of 
heroism runs through the story of Lieut-Col 
John Paul Vann, whose compelling but 
truncated life provides the author of this big 
book, 16 years in the making, with a vehicle 
for examining the drama of the US' doomed 
endeavour in Vietnam. 

The illegitimate son of a southern ne'er- 
do-well and a part-time prostitute, Vann was 
born and raised very much on the wrong 
side of the tracks. Such an unpromising be- 
ginning would have held most people back, 
but in Vann it developed a relentless drive, 
which, harnessed to a sharp intelligence and 
great physical stamina, propelled him into 
officer training, gained him praise and prom- 
otion, and finally saw him as the effective 
warlord of central Vietnam. 

He was involved in the war for a decade, 
from the early stages of 
American efforts to prop up the 
tottering Diem regime to the 
halting of the communists’ 
Easter offensive of 1972; and 
came to understand the 
Vietnamese and the nature of 
their civil war as very few of his 
countrymen did. From the 
start, with his appointment as 
military adviser to the 7th 
Division of the Army of the Republic of 
Vietnam (ARVN) in the Mekong Delta in 1962, 
Vann saw what was happening with 
uncomfortable clarity. He was right about 
what was wrong, and he did not hesitate to 
say so. 

He recognised, in their rapacious greed 
and corruption, the alienation of the Diems 
from their people and the futility of trying to 
defeat the growing strength of the Vietcong 
with outdated tactics, brutality and a 
reluctant army. To Saigon's generals, it was 
less expensive in military casualties to shell 
and bomb  indiscriminately; | innocent 
villagers might be killed or maimed, but the 
regime did not care about villagers. At the 
time Vann's insight was not sufficiently 
developed to enable him to see that the 
generals incurred casualties and presidential 
displeasure in equal measure, with 
disastrous results to their careers. 

Thus he seized the opportunity of forcing 
what became the battle of Ap Bac in January 
1963. But Vann's driving force, tactical strike 
and raw courage could not overcome the 
ARVN's refusal to fight, and the Vietcong 
gained an important psychological victory 
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and an invaluable lesson in how to combat 
their opponent's technological superiority. 

Vann's colonel described his after-action 
report as "possibly the best documented, 
most comprehensive, most valuable and 
most revealing of any of the reports 
submitted." Its candour and objectivity, 
rarities in military circles, were all the more 
remarkable for having been displayed after a 
disaster. It is in the nature of military 
organisations to encourage and reward 
conformity, and an obsession with detail 
which, while it may gain a man promotion, 
does not necessarily fit him for high 
command. 

The US' misfortune was to have two 
uninspiring generals, first Paul Harkins and 
then William Westmoreland, succeed each 
other as head of the US Military Assistance 
Command Vietnam in Saigon. Sharing the 
compulsion of incompetent commanders 
anywhere to suppress unwelcome or 
conflicting intelligence to please their 
masters ("cognitive dissonance" is neither a 
new nor peculiarly American failing), both 





Freedom's home or Glory's grave. 


men submitted  misleadingly glowing 
accounts of American progress. Vann's 
blunt reports and outspoken comments to 
the press put him "off side" and won him 
powerful enemies. His efforts to bring home 
the truth got him nowhere. He resigned 
from the army in disgust. 

A gifted self-publicist, Vann turned this 
incident to his advantage, persuading his 
friends and admirers in the press that it was 
an act of moral courage. In fact, he believed 
he had reached the summit of his military 
career because of references on his file to a 
charge of statutory rape. He had lied his way 
out of this, but knew its presence on his file 
barred him from further promotion. 

But he could not stay away from "his" 
war. He returned to Vietnam as a civilian 
adviser in 1965 and worked with the same 
vigour and dedication as before on the US 
“pacification” programmes (an attempt to 
win over Vietnamese peasants and 
strengthen the South Vietnamese army). He 
was opposed to the use of American ground 
troops, correctly forecasting the massive 
increase in destruction and the political 
damage that their participation would 
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ensure. He advocated that the war be fought 
by the Vietnamese, with American advisers 
and technical assistance. 

After the 1968 presidential elections, he 
found unexpectedly high-powered support 
from the new president, Richard Nixon, and 
his security adviser, Henry Kissinger. The 
policy of Vietnamisation allowed Vann to 
reach the pinnacle he sought: in 1971 he was 
appointed director of the Second Regional 
Assistance Group in Military Region 2, an 
area stretching from the Central Highlands 
to the coast, able to exercise both civil and 
military powers, holding a major-general’s 
place with a full military staff. 

In April 1972 the North Vietnamese 
launched their Easter offensive. Vann's 
military dispositions fell with alarming ease 
as the North Vietnamese army outfought the 
poorly led, demoralised Saigon troops. His 
carefully constructed house of cards looked 
like collapsing; only the unstinting use of US 
air power, with-round-the-clock B-52 strikes, 
halted the enemy's seemingly inexorable 
advance. Vann had won a victory, but his 
fabled luck had run out; on 9 June 1972 his 
helicopter crashed, killing all aboard. 

The picture that emerges from Sheehan's 
meticulously researched book is of a 
strangely flawed, contradictory character; a 
self-consciously tough soldier who would 
not have broken down and 
wept like Wellington on the 
glacis at Borgos; a compulsive 
womaniser, determined to 
prove his manhood; physically 
brave and morally courageous, 
yet devious; a patriotic 
American "redneck" with real 
sympathy for his Vietnamese 
allies. 

The blurb describes him as 
"the closest the United States came in 
Vietnam to a Lawrence of Arabia." The 
comparison with T. E. Lawrence, who 
underneath his uniforms remained, for all 
his brilliance as a commander, an Oxford 
intellectual and a civilian at heart, is not 
entirely apt; but the two men were both 
adroit and unscrupulous liars, they both 
died before their time (Lawrence was 
killed in a motorcycle crash), and they could 
both empathise with an alien people, Law- 
rence with the Arabs, Vann with the Viet- 
namese. 

The irony is that for all his understand- 
ing of Vietnam, Vann never doubted that 
the Vietnamese revolution was but an 
offshoot of a monolithic communist conspi- 
racy that posed a direct threat to his coun- 
try. He mirrored in his simplistic view of 
good and evil the brutal innocence of 
America. He did not understand the hollow- 
ness of his final victory, the charade kept in 
play by American bombs; nor did he live to 
learn how percipient he was to have de- 
scribed his country's enterprise in Vietnam 
as “one of the bright shinning lies." 

m D. M. Holdsworth 
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Journey into a Lost Japan by Lesley 
Downer. Jonathan Cape, London. £12.95 
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dent, one of his contemporaries, who had a 
Japanese wife, told him that they had tried 
very hard to prepare their children for an 
eventual trip to Japan by showing them pic- 
tures in books and magazines, only to meet 
with somewhat paradoxical results. The 
children did not acknowledge the humdrum 
reality of urban Japan as Japanese at all: 
"Let's go and visit Japan today!” meant for 
them a trip to a scenic temple or garden, a 
break from the anonymous reality in which 
they found themselves into the Japan of their 
imagination. Lesley Downer, too, has had to 
cope with an established image of Japan at 
odds with later personal experience, though 
in her case more a literary than a visual one. 
Somehow five years of teaching English 
in Japan never fully satisfied an earlier yearn- 
ing for the world of Matsuo Basho, the 17th- 
century haiku poet. So last year she returned 
for a trip to her Japan, to follow the “narrow 
road to the deep north,” the route taken by 


Basho 300 years ago to the Three Mountains 
of Dewa, the great pilgrimage centre of 
northern Honshu. 

Inevitably this book invites comparisons 
— and not only between herself and her 
hero. Basho's travels with his disciple and 
fellow diarist Sora prompt comparison with 
Johnson and Boswell almost a century later 
on their tour of the Hebrides (and doubtless 
some hapless Japanese academic or Ameri- 
can graduate student is grinding away at the 
task even now) — though Basho should 
have gone on to Hokkaido for the parallel to 
be entirely apt. But while Johnson was out 
looking for a different world, Basho, even 
when he found himself in one ("It was like a 
scene from the Tale of Genji"), used his literary 
skills to bring it into the fold of the Japanese 
cultural high tradition. 

Downer is looking for something differ- 
ent, too, yet her travels prompt reminis- 
cences of Isabella Bird and her 1880 account 
of Unbeaten Tracks in Japan. The tracks of Bird 
and Basho overlapped only incidentally, 
notably in Shinjo, to the northwest, in the 
eyes of the Victorian gentlewoman a 
“wretched town,” “a wretched place," where 
she was reduced to consuming a “wretch- 





so ds wah wat dt d RIP NA ERIT n diner HV UIS Pi t mmt e ee t anta meme Pede a a ENA HMA ROA 


Understanding of Modern China by Paul 
Evans. Basil Blackwell, Oxford and New York. 
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name John King Fairbank has been 
synonymous with the Western understand- 
ing of modem China. He forged that 
understanding through his own scholarly 
writings; through his efforts to establish 
Chinese studies firmly in American institu- 
tions of higher learning; through his exer- 
tions on behalf of students, libraries and 
faculties, and through his attempts to extend 
the practical application of sinology beyond 
academia to business and government 
policymaking. 

. . His biographer Paul Evans is not himself 
-... a scholar or indeed a reader af Chinese, and 
-. he embarked on his book without knowing 
about the boxes of professional papers Fair- 
bank had deposited at Harvard University. 
But he had access to the complete corpus of 
Fairbank's private papers, everything from 
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the age of five onwards. Further insights 
came from interviews with Fairbank's fam- 
ily, students, colleagues, and friends. He 
also consulted an impressive number of 
scholarly as well as FBI and CIA reports 
and other government documents. He has 
organised all this material well, and has 
succeeded in keeping his distance from 
idolatry. 

It was Fairbank's mother, a truly indomit- 
able daughter of the American West who 
died in 1979 at the age of 105, who preserved 
everything Fairbank had written. She knew 
he would go far, and go far he did. After 
graduating summa cum laude in 1929 from 
Harvard — where hedid not study China be- 
cause no "regular instruction on the modern 
Far East" wasoffered — he wentto Oxford as 
a Rhodes Scholar. There he developed his 
lifelong interest in China. 

Afterwards he went to live and work in 
Peking, and it was there that he married his 
sweetheart from Radcliffe, Wilma Denio 
Cannon. When war broke out in Europe he 
was back at Harvard as a tutor, and his 
was a small voice advocating American 
intervention in the conflict. After 1941, he 
went to Chongqing, China's wartime capi- 
tal, contributing to the Allied war effort by 
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ed meal of sago and condensed milk 
Downer sidesteps this particular sectio 
of her narrow road, though evidently not. 
from fear of cutting into her supplies of sago, 
since her earlier books show her to be mo 
than at home with Japanese food. This on 
shows her to be quite at home with the J 
panese language, too: where Igabella Bird 
two hefty volumes are packed with observa- 
tion, solid reading matter for a more leisured 
age, Downer provides the lighter, more zest- 
ful record of a literate and articulate (albeit 
fleeting and alien) parttcipant in the lives of 
the country folk along the way. a 
The climax of her story is her participation 

in the pilgrimages led by mountain ascetics 
up the Three Mountains. Even this is not un- 
paralleled: she lists in her bibliography The 
Catalpa Bow by Carmen Blacker, a masterly 
monograph based on many years of study 
and firsthand experience of the ancient religi- 
ous traditions which still survive in an in- 
creasingly citified, hi-tech culture. But itis as 
an invitation to further exploration of Japan 
beyond these dominant images that On t 
Narrow Road succeeds, rather than as con 
dered anthropology. There is, of cour 
much still hidden from our view — the liv 
of today’s urban labourers, for example, : 
main remoter to us than those of samurai. 
but as a first step towards a more comp 
Japan one could do worse than take a stro 
the company of Lesley Downer. | 
u T. H. Barrett 


serving in the Office of Strategic Services: 

It was after 1945 that Fairbank became 
seriously controversial. His early research 
had centred on Chinese-Western relations in 
the 19th century. Yet he chose to refer to the 
communist insurgency as an agrarian reform 
movement, so alienating the Chinese 
Nationalists and the communists that for 25 
years afterwards he was persona non grata 
in Taiwan as well as on the Chinese main: 
land. He also offended the conservatives 
among Chinese intellectuals and American 
politicians alike. He was the subject of inv 
tigation by several congressional commit 
tees. 
Western sinology, scarcely imaginable 
without Fairbank, would also have been 
poorer if the late Chinese scholar and 
educator William Hung had not helped to 
develop and refine its research tools; it wa: 
under his direction that the Harvard-Yen 
ching Index Series, an essential tool for un 
ravelling China's literary and historical 
legacies, was completed. i 

His death in Cambridge, Massachusetts 
was little noted, but he was mourned deeph 
by those students whose careers he had in 
fluenced. The roster of scholars he traine 
reads like a “who's who” of sinology. Susar 
Chan Egan, who spent numerous Sunda 
afternoons recording Hung’s reminiscences. 
has reconstructed his life in an engagin 
fashien. aBWeiPoh T'i 
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ECONOMIES 1 


Peking struggles to tighten its grip on the economy 


The China syndrome 





By Louise do Rosario in Peking 
eking has used the National 
People’s Congress (NPC) to send a 

powerful political signal to local au- 

thorities that the austerity program- 
me is to continue despite their resistance and 
the painful side-effects produced so far. But 
behind Peking’s determined and harsh tone, 
there is much cynicism over how many of the 
tasks outlined at the NPC can be achieved — 
and at what price. 

Sources say party general secretary Zhao 
Ziyang is quietly backing away from the aus- 
terity programme, which is essential but 
unpopular and difficult to implement. The 
thrust of the economic work appears to 
have fallen on politburo member and 
Vice-Premier Yao Yilin, whose cen- 
tral-planning experience has shown 
‘its imprint on many of the belt-tight- 
ening measures now being en- 
forced. 

After six months of austerity, the 
economy is in precarious shape. In- 
dustrial growth is falling, credit has 
become tighter and investment de- 
mand has eased slightly. There has 
been a rapid rise in rural unemploy- 
ment and unofficial money market 
. dealings designed to bypass the 
banks’ credit squeeze have 
boomed, while inflation, at 27% in 
February, remains high. 

The next few months will be cru- 
cial as austerity begins to bite 
deeper. Economists are concerned 
at a possible dramatic slide in pro- 
duction, as was the case in the last squeeze in 
early 1986, thus making inflation worse as 
goods become scarcer. The poor harvest last 
year will translate into erratic shortages and, 
without more subsidies, higher food prices 
(as in early 1987). The excessive money sup- 
ply — newly issued cash alone increased 
three-fold from Rmb 23 billion (US$6.2 bil- 
lion) in 1987 to Rmb 67.96 billion last year — 
will also soon make its full impact on the 
economy. 

Political and economic interests are 
closely interwoven at the local levels, 
generating powerful public pressure on Pe- 
king to modify unpopular policies. As enter- 
prises’ production drops, local tax revenues 
also decline. The closure of rural industries 
will lead to unemployment which will pose 
problems in maintaining public order. As 
more of their people are hurt, provincial and 
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Zhao and Li at the NPC: signal. 


municipal governments will escalate their 
lobbying in Peking. 

At the NPC's small group discussions, 
Guangdong Governor Ye Xueping openly 
pleaded for Peking to spare his province 
from austerity because it relies on foreign 
markets and raw materials, and does not 
compete for scarce resources at home. More 
such pleas will be heard, especially from pro- 
vinces which are starting to show negative 
growth. Some observers predict that before 
the annual August summit meeting of 
Chinese leaders at the Beidahe resort, Peking 
will have to ease its grip. 

The austerity programme so far has hurt 
mostly the uncompetitive areas which the 
state wants to protect. State industries regis- 
tered 2.5% growth in February, but village- 
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level industries grew 25% compared with 
February 1988. 

Faced with a credit freeze targeted at 
them, rural factories have been raising 
money by issuing shares to their workers, 
promising high dividends and new jobs for 
workers' relatives. Rural communities are 
pooling their resources to ensure that their 
factories, a symbol and the main source of 
local prosperity, will continue to operate. At 
this stage, there are still some resources avail- 
able outside central planning control for non- 
state factories, though at a high price. But if 
more commodities become subject to state 
monopoly distribution, as has happened 
with fertilisers and steel, thousands of rural 
factories will not survive. 

The clampdown on investment has hurt 
mainly central government-funded capital 
construction, where investment dropped by 
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1.1% in the first two months of this year, 
while locally financed projects grew by 3276. 
In Henan, Hebei, Guangdong and Gansu, 
for example, such local investment grew by 
59-141% in the first two months. Local au- 
thorities have been rushing to complete their 
pet projects before Peking's inspection teams 
arrive to stop them. 

Because of the way the economy is struc- 
tured, a financial squeeze has hurt supply 
but not demand. Entirely dependent on the 
banks for working capital which is in short 
supply, many shops and factories have been 
rapidly running down their inventory to 
cope with the squeeze. 

Faced with price controls, state factories 
producing low, fixed-price raw materials for 
the state have lost interest in producing more 
than necessary to fulfil their obliga- 
tions. Production of coal, for exam- 
ple, grew by a dismal 2.2% in Feb- 
ruary, despite government efforts 
to boost output. Tight distribution 
regulations have also meant that 
speculators who helped to move 
goods quickly around the country 
to whoever could afford them, have 
also become less active. 

While supply dwindles and dis- 
tribution slows, consumer demand 
remains high. Workers are still paid 
bonuses and regular wages when 
their factories are half idle. With 
wages of state officials scheduled to 
rise this year, workers will demand 
similar increases. Also, this year 
state enterprises will have to deliver 
on the contracts signed in 1988 
which promised higher bonuses if profit 
targets were met. As most factories recorded 
greater profits last year, the wage bill will also 
be big. 


he banks will have a more difficult 

task than last year in freezing credit 

growth to control money supply. 

Their reputation has been seriously 

eroded because they have frozen enterprise 

and some individual deposits in an attempt 

to slow money growth. Consequently, more 

and more money is circulating outside the 

banking system, as enterprises and indi- 

viduals turn to cash to settle their transac- 

tions. Hoarding of cash is so widespread 

now that in many places the sale of large 
safes has cleaned out stocks. 

In cities such as Xian and Shenyang, pri- 

vate traders account for more than half of all 
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cash held locally. There are also speculators 
specialising in discounting credit notes in ex- 
change for cash for desperate enterprises. 
Economists predict that if the squeeze con- 
tinues, there willbe more private lenders and 
more private raising of capital through 
shares, thus leaving the banking system in 
control of an even smaller share of the coun- 
try's capital. 

The austerity drive has put an artificial lid 
on growth, but fundamental reasons for 
what economists describe as the in-built ten- 
dency to expand have not been dealt with. 
These include failure to implement bank- 
ruptcy laws and the unwillingness of the au- 
thorities to accept urban unemployment, lax 
financial discipline, and a pricing system that 
favours processing rather than primary in- 
dustries. 

The leadership is obsessed with bringing 
the inflation and industrial growth rates 
down, leaving it with little energy and time 
to consider the consequences and the long- 
term implications for reform. When the au- 
sterity drive was launched last year, many 
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had hoped that the crisis would be an oppor- 
tunity to launch more radical, non-market re- 
lated reforms, such as changes in ownership 
and in financial areas. But having been seri- 
ously burned by past reforms proposed by 
various think-tanks, the leadership has, as 
one Chinese source put it, “shut its mind off 
all suggestions.” As Premier Li Peng said in 





ECONOMIES 2 


China’s tax system keeps Peking poor 


Fiseal feud 





By Robert Delfs in Peking 
F he problems of China's tax system are 











central to almost all its most serious 

current problems. Inadequate deve- 
lopment of energy, transport and other vital 
areas of infrastructure, and the failure to de- 
velop education — which Deng Xiaoping re- 
cently called China’s “most serious mistake” 
in the past decade — are all directly linked to 
constraints on the supply and use of govern- 
ment revenues. 

Minister of Finance Wang Binggian’s re- 
port to the NPC on 21 March was in many 
ways the most forthcoming discus- — 
sion of state finances to date. For p 
example, Wang's report this year 
notes for the first time that the actual 
deficit — were foreign borrowing 
(Rmb 13 billion) and domestic bond 
issues (Rmb 13.1 billion) included — 
would be Rmb 34.15 billion, or more 
than four times the official figure of 
Rmb 8 billion. 

But almost everything about 
China's fiscal system is deceptive. 
Few of the figures in Wang’s report 
are really what they purport to be, 
and the report ultimately avoids the 
key questions and problems of fiscal 
reform. 

For example, the official revenue 
for last year — Rmb 258.78 billion — 
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would suggest at first glance that the govern- 
ment has alight fiscal touch. Can itbe that the 
omnipresent Chinese state really gets by 
with only 18% of GNP? (In developed West- 
ern economies, ratios range from 35-60%.) 
In fact, no. The official revenue total refers 
only to funds from certain categories of 
sources falling within the purview of the 
Ministry of Finance. State revenues also in- 
clude “extra-budgetary revenues” repre- 
senting the “private” earnings of state in- 
stitutions at every level. Last year these extra- 
budgetary funds totalled an estimated Rmb 
227 billion, or 88% of the official revenue 
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his report to the NPC, Peking is in “one mind 
and one heart” on readjustment. 

Since September, Peking has used 
heavy-handed administrative measures, 
moral appeals and political threats, but has 
not created new incentives and other 
mechanisms to support its austerity objec- 
tives. So while it said investment should 
be dampened, real interest rates for invest- 
ment loans have been allowed to remain 
negative. Peking also calls for a reduction in 
processing industries, but the present tax 
and pricing system still favours processing 
rather than under-invested primary indus- 
tries. | 

It appears that Peking believes that if it 
spends two or more years on cooling the 
economy, and cleaning up the marketin par- 
ticular, reform can then proceed in a more 
stable environment. Others argue that prob- 
lems such as excessive investment and con- 
sumer demand can subside but will not go 
away. The fear is that once the grip is 
loosened, all the problems will roll back 
again with greater fury. & 


total. The detailed breakdown of spending 
by category in Wang’s report would thus 
really account foronly slightly more than half 
of actual government spending. 

This distinction between budgetary and 
extra-budgetary has nothing to do with the 
division between central and local finances. 
Local governments directly controlled only 
2.5% of all extra-budgetary funds in 1986 (the 
last year for which a breakdown is available). 
Some 80% was controlled by state-owned 
enterprises and the government depart- 
ments responsible for them (both central and 
local), while the remaining 17% belonged to 
military and other non-economic institutions 
of various kinds. 

How these funds are spent appears 
to be neither regulated nor even closely 
monitored, though it is clear that this 
has been a chief source of financing of 
"excess" capital construction investment, 
and thus a primary cause of economic over- 
heating in recent years. 

The creation of such pools of 
liquidity outside the state budget is 
inextricably linked to both the 
achievements and defects of the 
urban economic reforms. Com- 
plicating the latter is the fact that 
state enterprises and institutions 
have not used their new-found 
powers and funds to become profit- 
maximising (and therefore cost-re- 
ducing) entities, but rather have re- 
mained primarily focused on the 
bureaucratic objectives of maximis- 
ing scale of operation and control of 
resources. 

The central thrust of China's 
new austerity campaign underlines 
the paradoxical problem of the state 

- as simultaneously player and re- 
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feree, both subject and primary object of 
planning and control. It is difficult to draw a 
line separating the central government that 
now seeks to control investment and con- 
sumption spending and its constituent ele- 
ments — each one of which remains commit- 
ted to its own expansion. 

At the core of this mystification is China's 
tax system, which has been described more 
accurately as semi-feudal tax farming. On 
paper, the system appears almost rational — 
replete with schedules, adjustments, scales 
and detailed regulations. In reality, tax pay- 
ments are politically negotiated at every 
level. What you pay, and to whom you pay 
it, depends mainly on who you are. 


not much resemble the central rev- 

enue organisation of any other mod- 
ern political economy. It has a total staffin Pe- 
king of only 450 employees, and appoints 
another 150 officials nationwide. The rest of 
the country’s nearly half a million tax officials 
are appointed — and controlled — by local 
governments. 

There is no legal distinction in China be- 
tween central and local taxes. In practice, all 
funds are pooled by whatever entity actually 
collects them. Where central authorities have 
tried to allocate most or all of certain taxes to 
the central government, local authorities 
have proved unenthusiastic about collection 
and enforcement. 

Wang's report for the first time provided a 
breakdown of estimated central and local fi- 
nances and transfers in the draft budget for 
1989. Of the Rmb 286 billion in anticipated 
budgeted revenue, Rmb 122.25 billion or 
43% is to come from central government 
sources, made up primarily of taxes and pro- 
fit payments of state enterprises which are 
directly controlled by the central govern- 
ment. 

A larger proportion of total budgeted rev- 
enues, Rmb 163.43 billion, will be collected 
by local governments. Of these local rev- 
enues, derived from taxes and profits of lo- 
cally controlled state-owned enterprises as 
well as collectively and privately owned 
firms, 27.2% or Rmb 44.52 billion is to be 
transferred to the central government. The 
burden of supplying these funds, however, 
is borne almost entirely by a few coastal pro- 
vinces and major municipalities, each of 
which negotiates its own rate or fixed-sum 
payment. 

Localities which turn over a fixed percen- 
tage of revenues may gain an advantage by 
granting tax exemptions, which an enter- 
prise may later acknowledge by “volunteer- 
ing” to pay for certain local government in- 
frastructural projects, in effect cutting the 
central government out altogether. 

The local funds turned over to central 
government — a total of Rmb 56.105 billion 
— are actually transferred back to less weal- 
thy provinces and regions in the form of sub- 
sidies, which are also negotiated. 


C hina’s State Tax Administration does 
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hina's ‘revised’ budget balance 


Amb billion 1980 1981 1982 1983 
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S 1275  -255  -293 -4.35 
| ] Balance (2) -21.35 -1717 -15.32 -16.07 
| | "Real" revenue (3) 155.66 154.44 18028 209.94 





| 3 (1) Official budgetary revenues as per report 
4 1 calculated back in same manner 


One effect of this arrangement is that 
essentially all central government 
(budgeted) spending is supported by the 
taxes and profits of centrally controlled state- 
owned enterprises, many of which are large, 
capital-intensive factories located in major 
municipalities and provincial capitals. The 
central government is understandably very 
sensitive to changes in the total turnover 
of taxes and profits from these key enter- 
prises. 

Collectively and privately owned enter- 
prises, however, are only indirectly part of 
the central government's tax base. But these 
rapidly expanding non-state sectors are an 
important component of local tax revenues, 
accounting for most of the net growth in local 
revenues over the past decade, even though 
tax income from this sector has not kept pace 
with actual income growth. 

Excessive dependence on its core state 
enterprises was the primary reason for adop- 
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(2) Deducting foreign and domestic debt as per footnote in Wang's current report, 
(3) Revenue (2) above + extra-budgetary revenues 


Source: Renew Data 4 

6 
tion of the ill-designed contract management 
system (CMS), which brings the concept of 
negotiated tax rates down to the individual 
enterprise. 

Following the switch to primary reliance 
on taxes in 1985 (rather than the direct hand- 
over of profits), tax receipts stagnated for two 
years (net growth over 1985-87 was 4.6% vs a 
30.2% rise in national income over the same 
period). CMS was designed to counter this 
trend by requiring state enterprises to turn 
over a fixed sum to the central coffers instead 
of paying taxes and turning over a share of 
profits. 

Predictably, the system has been widely 
manipulated. Last year the actual profits of 
locally controlled contracted state enter- 
prises rose by 21.376, but income and reg- 
ulatory taxes they paid fell by 9.5%, Jingji 
Ribao reported on 24 February. This discre- 
pancy appeared to be due, in large part, to 
fraudulent or sweetheart CMS contracts. m 
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US firms dominate booming Asian life market 


A win for Washington 





By Christopher Marchand in Hongkong 


he US drive to open Asia to foreign 
f goods and capital flows has borne 


fruit in the region’s booming life in- 
surance markets. US life companies have 
won every insurance licence issued to for- 
eigners in strictly regulated Taiwan and 
liberalising South Korea. US insurers are also 
making a splash in the more open Hong- 
kong economy. 

The region’s life insurance business is un- 
derpinned by some very positive fundamen- 
tals. Asia’s large and young population, its 
growing affluence and education and its rela- 
tively untapped life insurance markets, have 
combined to produce a boom for those life in- 
surers already established in the region. 
New US arrivals see in the region the poten- 
tial to generate far more rapid growth than 
the mature US market. 

"The life insurance lobby in the US is 
strong," says Stephen Glanfield, managing 
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director of Carlingford Swire, which is 
owned by the Hongkong and Shanghai 
Banking Corp. and local trading hong Swire 
Pacific. "Taiwan and South Korea are bow- 
ing to pressure to admit US life insurers, 
which reflects the lobby's strength as much 
as anything else." 

Taiwan is admitting two new US life in- 
surers each year. The Securities and Ex- 
change Commission in March also allowed 
US insurance firms in Taiwan to invest di- 
rectly in local stocks, as part of a policy of 
treating the US companies on the same basis 
as local ones. Each company will be allowed 
to invest between 10% and 35% of local capi- 
tal and reserves in the stockmarket. 

This year Taiwan's new licences were 
awarded to Prudential Assurance of the US 
and Connecticut Mutual. Last year's licences 
went to Metropolitan Life and Life of Geor- 
gia, a US subsidiary of the Dutch insurer Life 
Assurance Netherlands which bought into 
the US company in order to facilitate its 
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growth in Asia. Other US life insurers in 
Taiwan are Aetna Life Insurance, American 
International Group (AIG) and American 
Family Life. 

In South Korea, four US insurers hold li- 
cences for joint-venture operations: Life In- 
surance of North America (a subsidiary of 
Cigna); American Life Insurance (a sister 
company of AIG); American Family Life and 
Life of Georgia. 

Six other companies have applied for li- 
cences which should be awarded within the 
next 60 days. They are Prudential Life, which 
is setting up a wholly owned operation, and 
Aetna, Metropolitan Life, All-State Insur- 
ance, Connecticut Mutual and Mutual Bene- 
fit — all of which plan joint ventures. 

With South Korea’s rules in flux, a spate 
of new companies could soon upset the cosy 
club of some 10 local and two foreign insurers 
which operate in South Korea. In Thailand, 
AIG is entrenched as the country’s largest life 
company — the legacy of being forced to 
reinvest blocked currency proceeds in the 
Thai life insurance market. AIG takes some 
40% of the market, and is larger than Thai 
Life and Bangkok Life. 

In Hongkong, recent entrants include 
New York Life, which bought the Hongkong 
life business of Travellers Insurance, a US 
composite, and Connecticut Mutual. Non- 
US arrivals include Jardine Matheson's 
British-based Lombard Insurance and Impe- 
rial Life of Canada. 

The Hongkong insurance commissioner 
had registered 50 pure life companies and 
28 composites at 31 January. Estimates, 
however, are that 85% of Hongkong’s 
HK$142 billion (US$18.2 billion) life and 
group insurance market is split between five 
companies: AIG (trading as American Inter- 
national Assurance), Carlingford Swire, East 
Asia Aetna (a joint venture between Aetna 
and Hongkong’s Bank of East Asia), Austra- 
lia’s National Mutual and Canada’s Man- 
ufacturers Life. 

So far, the rapidly growing cake has pre- 
vented any resentment at the dominant mar- 
ket share which US insurers are carving in 
the region. Moreover, the time needed to de- 
velop economies of scale and train an agent 
force mean that new markets are unlikely to 
become profitable for at least 10 years. The 
escalating cost of training labour in Hong- 
kong is also a negative factor. 

Still, the growth figures look pretty good. 
Hongkong's life insurance market is grow- 
ing by 5076 a year. South Korea is growing at 
40% a year, Taiwan 35% and Thailand 25% a 
year, says Manufacturers Life managing di- 
rector Elvan Harris. In Singapore, Insurance 
Commissioner Law Song Keng says that life 
insurance premium growth averaged more 
than 40% a year from 1986-88.. 

The low level of life insurance penetration 
in the Little Dragons suggests plenty of scope 
for continued high growth. Just 10% of 
Hongkong’s population is estimated to own 
life policies. The estimates are 15% in 
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Taiwan, 30% in South Korea and 3% in Thai- 
land. Singapore’s Central Provident Fund 
(CPF) has restricted the growth of group 
policies, but the life insurance market is 
growing by more than 40% a year. 
Comparable figures for Japan are over 
100% (where double life policies are wide- 
spread) and in the US, 90%. South Korea’s 
41 million population and rapidly growing 
wealth makes it a prime growth market. 
“Prosperity and education are prompting 
change,” says Jim Wong, regional vice-presi- 
dent of American International Assurance. 
“Traditional reliance on family protection 
and prejudice that buying life insurance 
means bringing on your own death is falling 
away. Youngsters who receive a Western 


education have returned to Hongkong and 
buy life insurance.” 

Wong says that a typical policyholder in 
Hongkong would be a 30-31-year-old edu- 
cated male with one or two children. By con- 
trast, the company’s life insurance profile in 
the US is more evenly distributed among the 
age groups. The average age of g US policy- 
holder is around 40, Wong says. In Hong- 
kong, some 70% of those with life insurance 
are male. 

Asia's best-selling policies are still whole 
life policies with guaranteed premiums, ex- 
penses and benefits. Despite the October 
1987 stockmarket crash which has caused a 
shift back to classical life and endowment 
policies, the swing in the US, Britain and 
Australia is to investment-linked life policies 
which allow the policyholder tg vary alloca- 
tions to investment and insurance. 

“In Asia, traditional products with a high 
level of guarantee predominate,” Harris 
says. “Hongkong is the most sophisticated 
market and companies there have begun to 
innovate. But Asian consumers like a 
guaranteed product. There is more interest 
in taking risk outside the product, using dis- 
posable income for entrepreneurial busi- 
ness.” k 





INSURANCE 2 


Malaysian firms forced to seek more capital 


Too much at risk 











By Nick Seawardi in Kuala Lumpur 

early half the 60 registered insurance 
N companies in Malaysia will be forced 
to increase their capitał or stop writ- 
ing business altogether, following a tighten- 
ing of their solvency requirements later this 
year. The clamp-down is to form part of a 
comprehensive overhaul of legislation gov- 
erning the industry, which was announced 
by the new director-general of insurance, 
Tan Sri Datuk Jaffar Hussein, in his first re- 
port, issued on 22 March. 

Although the proposed increase in the 
solvency margin has yet to be made public, 
the amendments to the Insurance Act, 1963 
— which are scheduled to be placed before 
parliament in October — will almost cer- 
tainly force a large number of smaller insur- 
ance companies either to amalgamate or seek 
new owners. Some insurers are already pre- 
dicting the biggest shake-up in the indus- 
try since 25 foreign insurance company 
branches were restructured in line with the 
New Economic Policy during 1975-80. 

At present, companies have to maintain a 
surplus of assets over liabilities of M$5 mil- 
lion (US$1.81 million) for either general or life 
business, or in the case of general insurers, 
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20% of net premium income for the preced- 
ing year, if this is higher. Companies writing 
both classes of business are required to main- 
tain a surplus of M$10 million. According to 
Jaffar’s report, 29 of the 60 registered com- 
panies in 1988 had “fairly thin” solvency 
margins. No less than 30 of the 51 locally re- 
gistered companies had capital funds of less 
than M$10 million. 

In 1988, the report revealed, nine of the 60 
registered insurance companies had failed to 
meet their solvency requirements based on 
their 1987 accounts, with a combined defi- 
ciency of M$40.8 million. One company was 
de-registered — the former Supreme-QBE 
Insurance — three increased their paid-up 
capital and five were still in breach of the act 
as of February 1989. 

(Supreme-QBE had outstanding guaran- 
tees on M$27.9 million in loans given to 
third-parties before it was placed in liquida- 
tion in February this year. According to the 
report, three other general insurers have out- 
standing guarantees totalling M$43 million, 
which are in the process of being unwound.) 

The report is the first to be issued since the 
insurance industry was placed under the 
purview of Bank Negara (BN, the central 
bank) in May last year in response to grow- 
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ing fears over mismanagement, fraud 
and undercapitalisation. In his intro- 
duction, Jaffar — who is also BN gov- 
ernor — said that “the extent of the 
damage has been identified and re- 
medies and solutions have been 
largely determined . . . What is really 
needed is for the industry to be clearly 
committed to fair play, proper ac- 
countability and professional man- 
agement." 

The new director-general said that 
the amendments to the Insurance Act 
would "ensure better accountability 
by the insurance companies as custo- 
dians of public funds and accord 
greater protection to all policyhol- 
ders." In addition to the tighter sol- 
vency requirement, Jaffar said he 
would be séeking improved powers 
of financial surveillance, better pro- 
tection for policyholders and closer 
definitions on guidelines for invest- 
ments. 

Jaffar made it clear that he consid- 
ers the industry ripe for a major struc- 
tural change: too many under- 
capitalised companies are chasing too 
little overall business. This has led to 
the payment of excessive commis- 
sions to unscrupulous agents who 
sign up customers with little thought to their 
ability to maintain payments over the long 
term. As a result, in the life business the for- 
feiture rate for policies (forfeited sums as a 
ratio of new sums insured)is still very high at 
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31.8% and M$59 million respectively, 
the director-general points out that 
the performance is far from satisfac- 
tory. New life business actually con- 
tracted in 1987, while in the general 
sector, the high underwriting loss — 
despite Malaysia's relatively low loss 
rate by international standards — 
points to lack of management exper- 
tise and the high proportion of pre- 
miums going overseas in reinsurance. 

It is clear from the report that 
abuses are still widespread. The new 
director-general refused to relicense 
11 brokers in 1988 — though no 
reasons were disclosed — and five 
proposed new directors or chief 
executives of insurance companies 
were barred from taking up their ap- 
pointments. In addition, the au- 
thorities received 2,653 written com- 
plaints from members of the public: 
10 general insurers accounted for 72% 
of them. 

The bright side of the story, says 
Jaffar, is that the growth potential of 


"Net claims incurred + management expenses + commissions 
Preliminary 


27.4%, while the general business experi- 
enced a net underwriting loss of M$53 mil- 
lion in 1988. 

While these last two figures are improve- 
ments over 1987, when the figures were 





BANKING 


Indonesian package clarifies banking shake-up 


Reforms refined 





By Michael Vatikiotis in Jakarta 


ndonesia’s Finance Ministry has issued 

new banking rules which appear to be 

aimed at refining and clarifying far- 
reaching banking reforms announced last 
October. The mini-package is seen as part of 
anew policy of enhancing the process of eco- 
nomic reform by frequent fine-tuning and 
adjustments to existing measures. 

The long time lapse between the October 
reform package and this one has also given 
banks time to feed their reaction to the gov- 
ernment. But its release over the Easter 
weekend and the departure of Finance 
Minister Johannes Sumarlin to Indonesia's 
easternmost province of Irian Jaya have left 
bankers thirsting for detailed clarification. 

Broadly speaking, the new measures will 
further liberalise the financial sector, lifting 
limits on banks’ foreign borrowing and 
clarifying capital and lending requirements 


left vague in the October package. 

But details are sketchy. Nevertheless, it 
would appear that there is some good news 
for foreign banks operating in Indonesia. 
The October reforms left vague the calcula- 
tion of required capital for the foreign banks. 
The fear then was that the government 
would only consider capital deposited in In- 
donesia in setting lending limits. The new 
regulation appears to include overseas assets 
in defining capital. 

For domestic banks, definitions of what 
constitutes a business group will have an im- 
portant impact on the shape of loan 
portfolios. The central bank has been 
threatening to penalise banks with a concen- 
tration of loans to any one business group, 
arguing that an undiversified loan structure 
carries a high risk. 

Now borrowers who are members of a 
single group have been defined as com- 
panies with 35% or more ownership by the 
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Source : Director-general of Insurance, Malaysia 


the industry is considerable, pro- 
vided it can put its house in order. By 
the end of 1987, the total sum insured 
by the life industry was equivalent to 
72.9% of GNP; the equivalent propor- 
tion for South Korea, for instance, is 135.5%. 
Total assets of the life industry are only 
M$4.8 billion, which is roughly on a par with 
those of Malaysia's fifth-largest commercial 
bank. x 


same individual or company. Two com- 
panies with the same executive officer are 
also defined as part of the same group. 

With Indonesia's corporate sector domi- 
nated by large business groups headed by 
single families, these regulations will cut a 
swathe through loan portfolios — particu- 
larly with the larger state banks. But analysts 
say many volume borrowers may be willing 
to spread their banking relationships, 
while the move will also throw more busi- 
ness in the direction of private national 
banks. 

Adjustments to the way the swap market 
works will largely affect joint-venture foreign 
banks. Under the new regulations, central 
bank-subsidised swap rates will no longer 
be available to banks which have access to 
money from a foreign partner. In the past, 
foreign investors — particularly theJapanese 
— relied heavily on the central bank's swap 
subsidy as a hedge against possible devalua- 
tion of the rupiah. 

But one Japanese trade official in Jakarta 
told the REVIEW that with Japanese invest- 
ment now concentrated in export-related 
production instead of targeting the domestic 
market, fear of devaluation has subsided. 
"There is less reliance on the swap market as 
a result," he said. 

The elimination of limits on the amount 
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banks can borrow offshore is proving less 
easy to interpret. Some analysts see the mea- 
sure as a deliberate government move to 
drive down interest rates, which are cur- 
rently hovering in the 18-23% range. On 
paper at least, the cost of offshore funds is 
cheaper, with Singapore and London inter- 
bank rates of 9-15%. 

But some bankers question the view that 
the lifting of the ceiling on foreign exposure 
will bring about a rush of foreign exchange 
into the country — thus adding considerably 
to the private debt burden. Banks will still 
have to allow for spread costs and pay a with- 


holding tax that could bring the cost of 





offshore funds almost level with domestic in- 
terest rates. 

On the plus side, the move has been wel- 
comed by foreign investors, anxious for im- 
proved access to foreign financing. “The lift- 
ing of limits on foreign borrowing will reduce 
the need for export subsidies and allow the 
banks to get the best export financing possi- 
ble,” said one economist. 

With annual depreciation of the rupiah 
now averaging 8%, improved access to for- 
eign currency is bound to improve the com- 
petitiveness of Indonesian exports. = 
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Japan’s capital-ratio plan will hit foreign brokers 


Changing the rules 
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irst it was the banks, now the brokers 

will soon have to conform with 

guidelines for the ratio of their equity 
to risk-weighted assets. The Finance Minis- 
try (MoF) has asked local and foreign sec- 
urities companies for their comments on the 
proposed new regulations by the end of the 
month and the rules will go into effect from 
next spring. Some of the smaller Japanese 
brokers and perhaps as many as half the 47 
foreign ones will have to work hard to con- 
form with the guidelines. 

The International Organisation of Sec- 
urities Commissions (IOSCO) is currently dis- 
cussing the introduction of capital ratios that 
would apply to all the main financial centres. 
But agreement is still some way off and 
meanwhile Japan is bringing inits own rules. 
The MoF's proposals stipulate that a licensed 
broker's equity (defined as net worth minus 
fixed assets) must be greater than the sum of 
its current assets, weighted according to the 
degree and type of risk, plus 2576 of the pre- 
vious fiscal year's operating expenses. 

Thus, short-term Japanese Government 
bonds held in the books have a smaller 
weighting than long-term gilts and corporate 
bonds have a heavier weighting than gov- 
ernment ones. Instruments such as swaps 
and futures as well as off-balance-sheet 
items like underwriting contracts will be in- 
cluded. There are two types of risk: one, that 
the market price or liquidity might move ad- 
versely, and two, that a customer might not 
fulfil his obligations to a broker. 

These rules are most unlikely to lead to a 
similar scale of financing as that currently un- 
dertaken by the banks (probably ¥ 4.5 trillion 
— or US$34.4 billion — overall) to raise their 
capital-adequacy ratios. This is because the 
capital ratios for stockbrokers are already 
pretty tight. They were raised in 1965 after 
Yamaichi, then the top Japanese broker, 





went to the wall following a prolonged de- 
cline in share prices. 

They were also restricted from trading on 
their own account, so they have proportion- 
ately fewer securities on their books than 


` many foreign houses. But the current ratios 


are not weighted according to risk and take 
no account of new hedging instruments, 
which have already been accommodated 
into US and British stockbrokers' capital 
ratios. 

The big four local houses — Norhura, 
Daiwa, Nikko, Yamaichi — saw the need for 
more capital a long while ago and have been 
calling on the market for a lot of cash in recent 
years. Nomura raised more than Y 150billion 
through convertibles and warrants in differ- 
ent currencies in March last year and Daiwa 
issued Y 220 billion in convertible bonds in 
1987-88. The new rules will not slow down 
their expansion, any more than the capital 
ratios have crimped the big Japanese banks. 

The new ratios may, however, cause a 
few problems for perhaps the smaller third of 
the 92 local members of the Tokyo Stock Ex- 
change (TSE), not to mention the many others 
who are licensed to operate outside the ex- 
change. One answer is to list the firm's 
shares on the TSE, in order to tap Japanese 
savings easily. Four such companies did so 
last year, to make 20 brokers listed in all, and 
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five others, including Universal and Mito, - 


are doing so in April. New capital rules are | 


only part of the reason. Banks are trying their 
best to undermine the wall separating them 
from stockbrokers. 

A higher proportion of foreign brokers is 
likely to be harder hit by the proposed 
guidelines, leading to suggestions that the 
move was intended to discriminate against 
them. This seems unfounded, but it will 
mean that some brokers will quickly have to 
come up with ideas on how either to cut their 
fixed assets, or to raise capital, or to reduce 
their expenses. E: 
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INVISIBLE HAND 


Here we go again 


ith their love of baseball, the Ja- 
panese — and most particti- 
larly their formidable bankers 
— might take to heart the semi- 
literate musings of Brooklyn Dodgers 
catcher Yogi Berra. “It’s deja vu all over 
again,” Berra once reminisced. 

So too might those Japanese bankers 
heavily involved in American leveraged buy- 
out (LBO) lending. They would do well to re- 
call their costly sovereign loan exposure of 
the early 1980s and the beating some took on 
perpetual floating rate notes in order to gain 
hegemony in the Euromarkets. 

Now is a good time for such reflection by 
bank officers and shareholders alike. The LBO 
machine that has produced more than 
US$100 billion in murderously leveraged US 
corporate takeovers in the past 15 months is 
cranking up again. Rising interest rates and 
the awe-inspiring US$25 billion buy-out of 
tobacco giant RJ Reynolds (RJR) only briefly 
cooled the collective ardour. 

A recent in-house study on the matter by 
Tokyo's Ministry of Finance (MoF) has gently 
urged a rethink — a view it communicated to 
bankers earlier this year. Huge margins and 
strengthened relationships with US com- 
panies — the main reasons for taking part in 
these high-wire financings — may in a 
tougher world economic environment pale 
in comparison with the risks. 

While a clarion call for shareholder suspi- 
cion might strike some as unnecessarily 
harsh, the fact of the matter is that no one 
(save perhaps the secretive Mor and, itis to be 
hoped, the bankers themselves) has a good 
grip on either the type or overall size of Ja- 
panese bank exposure to LBO financing. 

US analysts figure that the Japanese have 
provided up to 3076 of the original financing 
for these deals. Donald Crowley, a senior 
vice-president at bank analysts Keefe 
Bruyette and Woods, suggests that with 
most lead banks selling off 75% of their expo- 
sure, Japanese banks are ending up with 
about half that. Total Japanese bank expo- 
sure could be in the region of US$50 billion. 

Itis not just giants such as Sumitomo and 
Industrial Bank of Japan that have been pil- 
ing in. Like their US lead counterparts, the 
Tokyo banks are routinely selling down their 
exposure to smaller banks, some of which 
may not be adequately apprised of the risk 
involved. The Norinchukin banks, the 
cooperatives, the small regional Japanese 
lenders are all apparently tied in to this 
bonanza. 

The problem is thus unlikely to be one of 
any one bank falling prey to its enthusiasm 
for LBO lending, but a systemic depression of 





earnings should things start to go badly 
wrong. 

There are compelling reasons why Japan- 
ese banks have jumped so heartily on board 
the LBO bandwagon. 

LBOs are based on the concept that in 
many cases the parts of a company are worth 
more than the whole. In a typical LBO, bank- 
ers will team up with management or, in 
some recent cases, a hostile raider, to make 
an offer for a company that they suspect is 
undervalued. Just as typically, the equity 
component of the offer will be extremely 
modest. Leveraging ratios of US$10 of debt 
to every US$1 of equity are common. 

When the financing of an LBO proceeds 
smoothly — and in most cases they have — 
the average return for an investor is three 
times that of a well-managed equity 
portfolio. Further, LBO lending has helped 
banks to re-establish corporate banking re- 
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lationships weakened by the proliferation of 
cost-effective money-market instruments. 

For Japanese banks there are other kick- 
ers. Participation in LBO deals provides a 
wealth of information on the inner workings 
of vulnerable US corporations and an inside 
line on which subsidiaries might be shed to 
help pay off the debt. With Japanese con- 
sumer products companies, flush with cash, 
shopping around for a foothold in the US 
health-care and food markets, this could be 
valuable information indeed. 

Take the case of Kolberg, Kravis, 
Roberts's (KKR) takeover of RJR. Some US$8.6 
billion of that company’s food-producing 
subsidiaries are now on the auction block. 
Merchant bankers say that Japanese com- 
panies have been sniffing around such RJR 
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units as Planters Peanuts and Del Monte. 
The Japanese bankers who raised US$6.2 bil- 
lion of the US$13.3 billion in bank debt 
needed to complete the deal are no doubt 
hoping that their mergers and acquisitions 
departments get a piece of the action. 

That is, though, if they can see past their 
more immediate worries, With interest rates 
rising, the risk inherent in such highly 
geared lending turns into a clear and present 
danger. 

Even the luckiest of LBO lenders faces 
double jeopardy in periods of interest-rate 
volatility. On the one hand, a hugely in- 
debted company like RR (or Kraft, or 
Pillsbury, or any number of others) faces 
growing demands on its cash flow. 

On the other hand, the new owners 
might be unable to dispose of assets needed 
to service debt. Potential buyers will steer 
clear of borrowings in an atmosphere of ris- 
ing rates. “Some banks out there might not 
appreciate the real risks, particularly when 
rates get volatile or go through the roof,” 
notes J. Brian Waterhouse, a bank analyst at 
James Capel in Tokyo. 

The risk picture is complicated by the 
varying layers of involvement by banks in 
the LBO process. At the bank level, they are 
senior lenders. At the holding company 
level, they may have provided mezzanine 
financing — necessary to see the deal 
through, but subordinated on the repay- 
ment schedule — and, more often than not, 
an equity stake is involved, sometimes as a 
precondition for participation. This final risk 
can be held either directly or through an LBO 
fund run by the likes of KKR. 

Banks involved in LBO processes may 
thus be facing a wide variety of exposures, 
some of which may put them at odds with 
other lenders. In extreme cases, the different 
risks could pit one department of a bank 
against another. The risks are heightened be- 
cause equity and mezzanine financings are 
growing fast and because stiffer competition 
is narrowing spreads and reducing the qual- 
ity of deals. This is hardly a recipe for 
cooperative action should a major blow-out 
occur. 

This will be particularly true for those last 
in. Latecomers to LBO lending, says Keefe 
Bruyette’s Crowley, may have difficulty 
avoiding overpriced buy-outs or jumping 
into “uneconomic deals because of their own 
anxiety to participate.” Among the largest of 
the latecomers, according to analysts, are 
second-tier Japanese banks, a group that 
took some of the hardest hits during the 
Third World debt crisis. 

8 Jonathan Friedland 
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RESEARCH 


AND 


INNOVATION 


The low-cost life-saver 


n India's malthusian economy, it is 

cheaper to get a human cadaver from 

hospital morgues than to buy a full- 

grown pig's carcass in city stockyards. 
With grim irony this fact has been turned into 
a life-saving heart-valve implant technology 
by researchers at Bombay’s Tilak Memorial 
Hospital. 

Unlike the commercially available alter- 
natives, the new Tilak valve is expressly 
adapted to “Third World” diseases like 
rheumatic fever. Developing countries can 
produce it entirely indigenously at barely 6% 
of the cost of imported heart valves. Prof. A. 
R. Chaukan, head of the Tilak team, offers to 
make the technology available to all comers 
without charge. 

Chaukan, who studied under noted 
British heart surgeon Donald Ross, designed 
his valve for use in the mitral position (on the 
inside of the heart, between the two main 
lobes) — locus of most rheumatic fever at- 
tacks. Imported valves, he explains, are bet- 
ter adapted for use in the aortic position (in 
the outer wall of the heart, where it meets the 
body’s main artery). There is more demand 
for aortal valves in developed countries due 
to the aetiology of heart disease there. 

Chaukan estimates rheumatic fever dam- 
ages the mitral valves of 15 million Indians a 
year, of whom “conservatively” 10% could 
be candidates for valve implant surgery. 
Similarly staggering statistics, he suspects, 
could be projected for other developing 
countries. So far, though, India has man- 
aged only about 4,000 mitral valve implant 
operations a year, largely due to the prohibi- 
tive cost of prosthetic valves — about Rs 8- 
22,000 (US$514-1,414). 

Commercially available valves come in 
two types: prosthetics of man-made mate- 
rials like metal or plastic, and bioprosthe- 
tics, which combine man-made materials 
with sterilised animal tissue. Prosthetics 
have the advantage of durability. But 
they leave the patient vulnerable 
to blockage of the valve by blood 
clots. 

Averting that risk requires con- 
stant monitoring of blood chemistry 
and lifelong dosages of anti-coagu- 
lent drugs — logistically difficult in 
developing countries, especially for 
poor or rural patients. And when a 
prosthetic valve fails, the crisis typi- 
cally arrives too suddenly for.Third 
World medical infrastructure to react 
in time. 

Bioprosthetics, on- the other 
hand, always wear out sooner or 
later. But the deterioration is gradual 
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— over a period of 10 years on average — al- 
lowing time to plan replacement surgery. 
And, in the meantime, patients can lead a 
normal life, with no special lab work or drug 
treatment required. To reap these benefits 
while minimising the costs, Chaukar ex- 
plains, researchers strive to make longer- 
lasting biosprosthetics. 

Most bioprosthetic valves on the market 
use aortic valves from pig hearts. Aortic 
valves can serve as well in the mitral position, 
as long as the plastic mounts (or stents) are 
suitably designed. 

Animal tissue-based (or xenograft) bio- 
prosthetics may make economic sense in the 
US, where stockyards commonly butcher 
350 kg porkers (big enough to produce a 
valve suitable for a mitral implant). But in 
India, the market for pork is limited, in the 
first place, and animal feed is so expensive 
that most pigs get slaughtered by the time 
they reach 100 kg. Scale economies argue 
against raising animals expressly for bio- 
prosthetic use. 

Besides, Muslim patients are barred by 
religion from receiving implants of porcine 
tissue (justas Hindu patients may not receive 
bovine implants). Also, any type of animal 
implant is more likely than human tissue to 
stir up the patient's own immune system — a 
factor, Chaukar suspects, that hastens the 
deterioration of animal based bioprosthetics. 

As early as the 1960s, Western research- 
ers succeeded in making relatively crude 
human tissue-based (or "homograft") bio- 
prosthetic valves. Indeed, the geometry of 
human aortal valves is simpler and better 
adapted to bioprosthesis than are animal 
valves. But the procedure was soon aban- 
doned owing to inadequate supply of 
human hearts in Western countries. 

This is no constraint, though, in India. 
Chaukar reports nearly 6,000 coroners' au- 
topsies a year are ordered in Bombay alone 
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due to accidental, criminal or suspicious 
deaths. That amounts toa cost-free supply of 
more than enough hearts to meet India’s en- 
tire present requirement of implantable 
valves three times over. 

To use this resource, though, Chaukar 
and his team had to update homograft bio- 
prosthetic design, incorporating new ad- 
vances in: 
> Materials technology. The Tilak valve 
uses derline, an acetal copolymer which is 
less reactive than the previously favoured 
polypropylenes. 
> Stent geometry. The derline mount is 
more flexible, so that the plastic, rather than 
the organic tissue, can absorb some of the 
stress of the nearly 380 million heartbeats the 
valve is expected to withstand. The resultis a 
longer-lasting bioprosthetic. 
> Chemical treatment of the valve tissue. 

After flushing with a water-based solu- 
tion of antibiotics and antifungal agents, the 
Tilak valve is immersed in glutaraldehyde, 
an organic chemical stabilising agent previ- 
ously untried with human tissues. This 
technique increases the shelf life of the Tilak 
valve more than 20-fold, to as much as two 
years. 

Chaukar stresses that the Tilak valve's 
technology is well within the reach of many 
Third World medical institutions. He offers 
to share his results and even supply sample 
stents to any researchers who contact him. 
He cannot, however, send complete bio- 
prosthetics overseas, owing to legal compli- 
cations and the finite supply — even in India 
— of available human heart tissue. 

But developing countries need not be 
daunted by the prospect of producing their 
own bioprosthetics, Chaukar adds. The 
Tilak project cost only "a few hundred 
thousand rupees” to set up: all that was 
needed was an air conditioned room, a 
sterile work table, a refrigerator and some 
glassware. Initial funding was pro- 
vided by the Mahavir Heart Founda- 
tion, and a local injection moulder 
donated his services for manufactur- 
ing the stents. 

All-in cost per valve, Chaukar 
projects, should come to about Rs 
500 once the Tilak lab produces up 
to its 500-valve-a-year capacity. So 
far, Chaukar has done 33 implants. 
Ten of these patients have died, 
he reports, but all due to “other 
complications,” rather than valve 
failure. And his first homograft 
bioprosthetic is still going strong 
after 13 years of service. 

B Lincoln Kaye 
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E N E R G Y 


Chinese provinces pin hopes on nuclear plants 


Power politics 








By Tai Ming Cheung in Peking 


ower, Mao Zedong did not say, 
P comes from the flick of a switch. And 

indeed, for most Chinese this hap- 
pens increasingly intermittently, because of 
an acute energy crisis. Industrial production 
was down by between a quarter and a third 
because of power blackouts last year, with 
many factories closed sometimes four or five 
days each week. The cost of this lost produc- 
tion in 1987 alone was estimated at some 
Rmb 400 billion (US$107.5 billion). 

In the desperate search for solutions, at- 
tention has switched to nuclear power, 
which is being hailed as the answer to many 
of the country's energy problems. Despite 
the fanfare, however, nuclear energy is likely 
to remain a marginal energy source. 

Various power-hungry provinces have 
announced bold plans to construct nuclear 
power plants. Liaoning province, facing a 
6,000-mW energy shortfall by 2000, has spent 
Rmb 7 million on feasibility studies for a pro- 
posed 600-mW station. Guangdong province 
is spending Rmb 10 million on geological as- 
sessments for two plants this year. Jiangsu, 
Fujian and Jiangxi have also begun explorat- 
ory work to prepare for central approval. 

In the next couple of years, the country’s 
first major nuclear plants, a 1,800-mW Sino- 
French joint-venture station in Daya Bay in 
Guangdong province and the Qinshan “A” 
300-mW plant in Zhejiang province, near 
Shanghai, are scheduled to come on-stream. 
Preliminary construction has already started 
on two more 600 mW reactors at Oinshan. A 
small 5-mW experimental reactor serving 
1,400 households has been in service in Pe- 
king since late 1987. 

Plans drawn up in the mid-1980s call for 
China’s total nuclear energy capacity to reach 
10,000 mW — about 2% of total power out- 
put — by the end of the century. Within the 
nuclear industry, however, severe budget- 
ary constraints and the still fledgling state of 
the industry, mean the emphasis is on scal- 
ing down ambitious blueprints. Industry ex- 
perts say a more realistic target is between 
4,500-6,000 mW capacity by 2000, with 
another 6,000-mW under construction. 

Pro-nuclear advocates argue that nuclear 
power is an ideal solution to China’s messy 
energy problems. Despite the huge initial 
outlay needed for a nuclear plant — some 
50% more than for a similar-sized coal-fired 
station — the cost of electricity per kilowatt 
hour which it produces should be less. For 
example, Taiwan’s nuclear-generated elec- 
tricity costs a third the price of coal-generated 
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electricity, and a fifth that generated from oil. 
Given the artificially low price of China's 
coal, however, per unit cost of nuclear and 
coal-produced electricity is the same, He 
Jianhen, a senior engineer for the China 
National Nuclear Corp. (CNNC), told the 
REVIEW. 

Nuclear plants are also considerably 
cleaner than coal-fired stations, which are 
dreadful polluters, pumping hundreds of 
tonnes of coal-dust into the atmosphere 
every year. Itis expected that 200 million ton- 
nes of coal will be burned this year, account- 
ing for more than three-quarters of total 
nationwide energy output. 

Perhaps mostimportantly, nuclear plants 
require only small amounts of uranium to 
run on. This contrasts with the current logis- 
tical strain of supplying coal, 80% of which is 
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inconveniently located in China's northeast, 
whilst the majority of coal power stations are 
in the eastern and southern provinces. Al- 
most half the country's railway capacity and 
a third of river transport are devoted exclu- 
sively to coal delivery. The burden will in- 
crease as electricity generation grows. 

Despite these apparent benefits, the ob- 
stacles to development are formidable. The 
primary barrier is financial. Each nuclear 
plant costs several billion renminbi, and 
with the current austerity drive the state will 
be hard-pressed to provide the massive in- 
vestment necessary. Although upgrading 
energy production is a priority, the previous 
10,000-mW target for 2000 has been quietly 
dropped from the current five-year eco- 
nomic plan. 

Peking has made it clear that the pro- 
vinces will have to raise their own capital to 
pay for the plants. But analysts, believe the 
central authorities will still fund the lion's 
share of investment — about two- thirds of 
total costs, Zhang Zhifeng, director of the 
CNNC planning department, estimates. 

Major increases in (currently subsidised) 
energy prices, or even an energy tax, would 
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be needed to allow the provinces to repay the 
enormous investments necessary. A portion 
of the funding would be likely to come from 
foreign loans, though given problems in for- 
eign-currency repatriation, foreign investors 
may be none too enthusiastic. To save for- 
eign exchange, the present strategy is to con- 
struct nuclear plants indigenously, and im- 
port technology that cannot be manufactur- 
ed domestically. This is a reversal of the 1986 
policy of importing complete plants. 

Qinshan A is the country's first Chinese- 
designed Pressurised Water Reactor (PWR). 
Only the reactor's pressure hull and cooling 
systems were imported — from Japan, 
France and West Germany. Peking has de- 
cided all future plants will be based on the 
PWR design. 

Nevertheless, given a worldwide buyers' 
market in nuclear power stations, and the six 
to seven years it takes to build a plant, the 
Chinese have not closed their options on 
buying from abroad. Shanghai's municipal 
authorities are having exploratory discus- 
sions to buy a partly completed and moth- 
balled 1,300-mW generating unit from Seat- 
tle in the US. 


experts havebegun tentative discussions 

on the sale of Soviet reactors to the 
Chinese, with Liaoning province mentioned 
as the site for the first purchase. The attrac- 
tions are purely financial — a Soviet plant 
would be considerably cheaper than its 
Western equivalent, and a deal could be ar- 
ranged on barter terms. Although Chinese 
newspapers hint that a deal could be com- 
pleted in the buoyant atmospherics of the 
Sino-Soviet summitin mid-May, Chinese ex- 
perts say the Soviets have yet to provide suf- 
ficiently detailed information for a sale. 
There are also misgivings about the safety re- 
cord of the Soviet reactors, especially in the 
aftermath of the 1986 Chernobyl meltdown. 

Other brakes on the development of nu- 
clear power include doubts about its safety 
and reliability, the availability of uranium 
fuels, and the ability of the Chinese nuclear 
industry to take on the mammoth task of ex- 
pansion. 

Chinese officials emphasise that safety is 
the primary consideration in building nu- 
clear plants, though construction schedules 
are extremely tight, and any delays are 
costly. A blunder in which important rein- 
forcement steel bars were found to be miss- 
ing in the construction of the Daya Bay pro- 
ject in October 1987 was due to the pressures 
of such time constraints. There have also 
been various other nuclear mishaps in the 35- 
year development of the nuclear industry, 
though the Chinese have not admitted any 
serious incidents. However, China has 
opened its civilian nuclear plants for interna- 
tional inspection. 

The reliability of reactors is also question- 
able, especially that of earlier models — and 
the Chinese PwnRs are of 1970s vin- 


Į: addition, Soviet and Chinese nuclear 


6 APRIL 1989 





tage. According to an international 
survey, PWRs in the West run on aver- 
age only 70% of the time, shutting 
down 16 weeks every year for main- 
tenance and “unforeseen events.” 
Every 1% loss in production in a 
1,000-mW plant is estimated to cost 
US$10 million. 

The rising cost of building nuclear 
power stations, coupled with the fall- 
ing price of other fuels, has taken the 
gloss off nuclear power as a cheap 
energy source. Critics of the Chinese 
nuclear programme argue that since 
the early 1970s, the cost of generating 
nuclear power has risen five-fold. 

Critics such as Liu Jingtong, of the 
planning office of the State Council's 
National Energy Base, point out 
that Chinese uranium deposits are 
sufficient only "for some 30 years of moder- 
ate use, compared with 200 years for 
coal." 

Only in recent years has the nuclear in- 
dustry, which employs some 300,000 
people, begun to focus on the civilian uses of 
nuclear power. Before the mid-1980s, more 
than 80% of the industry's resources and 
workforce were devoted to China's military 
nuclear programme, with most of the 
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Sino-French venture at Daya Bay: obstacles. 


facilities located in the country's remote 
west. Since around 1986, the industry has re- 
focused on expanded non-military applica- 
tions, with a target that 7076 of production by 
1990 will be for civilian use. 

As part of this reorganisation, the in- 
dustry was commercialised last Septem- 
ber, to become CNNC. There are more than 
200 enterprises under the CNNC banner, 
covering the construction and operation of 





COMPANIES 


South Korea s Anam group seeks its niche 


big in a small world 





By Mark Clifford in Seoul 
outh Koreans like to do things in big 





ways. As a result, South Korea boasts 
some of the biggest steel mills, car 
plants and semiconductor foundries to be 
found among newly developed nations. 
This penchant for big companies in big in- 
dustries, for occasionally grotesque gigan- 
tism, distinguishes the country among its 
East Asian rivals. In a variation on this 
theme, Anam Industrial is a big company in 
the niche semiconductor assembly market. 
Anam takes freshly minted silicon chips 
and puts them into packages which can be 
easily used in computers, cameras and other 
electronic products. If semiconductors are 
the brain of an electronic device, Anam is at- 
taching the arms, torso and legs that allow 
the semiconductor to get around in the 
world. The company, whose gleaming new 
headquarters tower above a gritty industrial 
area of Seoul, claims to control 40% of the 
non-Japanese market for semiconductor as- 
sembly, excluding work that manufacturers 
keep in-house. 
Sales have more than doubled since 1984, 
and profits have grown almost as fast, 


6 APRIL 1989 





though profitability shows some signs of 
fraying under the strain of rapid growth. 
Even if semiconductor sales slow down over 
the next few years, Anamis likely to prosper. 
More business is expected to go to outside as- 
semblers as semiconductor manufacturers 
concentrate capital and management on 
their core business. Moreover, it also has a 
booming watch manufacturing business, 
which generated about 25% of corporate 
turnover last year. 

Compared with semiconductor fabrica- 
tion, Anam's business is decidedly low-tech, 
but it is nevertheless a well-protected corner 
of a volatile market. The company makes no 
claims to be the lowest-cost producer, but 
says that its quality, packaging sophistica- 
tion, and turnaround time, protect its market. 


Anam's profit performance 
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nuclear power plants, prospecting 
and mining of nuclear and related 
fuels, and the disposal of nuclear 
waste. 

Its ability, however, to undertake 
the commercial development of 
China's nuclear power programme is 
unknown. It has so far bad limited 
business experience, and Qinshan A 
is its first full-scale project — though it 
is also involved in the Daya Bay plant. 
Even if the current super-optimistic 
nuclear ambitions are cut back, the 
corporation will still be fully stretched 
to build the four 600-mW plants for 
Qinshan B and C already planned. 

Whatever the blueprint for 
China's nuclear power development 
over the next few years that finally 
emerges, the industry will remain 
very much a marginal player in solving the 
country's energy crisis. According to present 
plans, the country's generating capacity will 
grow to 240,000 mW by 2000, 68% of which 
will be thermal, 30% hydro electric, and a 
meagre 2-2.5% nuclear powered. Estimates 
of consumer demand by that time are in the 
order of 280,000-20,000-mW, leaving a 17- 
35% shortfall in supply. The outlook is dim 
for China's electricity users. = 
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“We charge 10% more than Hyundai,” a re- 
cent entrant to the packaging field, says vice- 
president Stephen Kim, “but in two to three 
years I [think they will be] our customer.” 

Anam’s major competition, Kim says, are 
its customers. Most semiconductor man- 
ufacturers have in-house assembly ca- 
pabilities, but given the increasing specialisa- 
tion of packaging, and the smaller produc- 
tion runs of many chips, even large com- 
panies use outside contractors such as 
Anam. The company's client list includes 
huge merchant semiconductor makers such 
as Texas Instruments and Motorola as well as 
specialty houses like VLSI Technology. 

Growth prospects depend partly on per- 
suading more Japanese manufacturers to 
subcontract their assembly to companies like 
Anam. The company recently opened a sales 
office in Tokyo and orders from Japan are 
growing quickly, from 2% of assembly busi- 
ness in 1987 to 6% in 1988. While the Japan- 
ese have tremendous in-house capability, 
Kim thinks Japan will be a major growth area 
because of increased specialisation in pac- 
kaging and the impact of the higher yen on 
production costs. 

If Anam has an apparent weakness, it is 
its difficulty in managing rapid growth. 
Operating profits actually fell last year, as 
the company was squeezed by a 2975 in- 
crease in wage and bonus costs and increases 
in materials prices. The higher won and ris- 
ing wages are forcing Anam to pay more at- 
tention to productivity. Wages have risen 
rapidly since 1987 and the company's mostly 
female staff now earn more than US$600 a 
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month for six eight-hour shifts a week. 
"We're concerned, but if we manage our 
business correctly it shouldn't affect us too 
much," says Kim. He adds that productivity 
increases have outstripped wage growth in 
both of the past two years. 

Management aims to cut labour costs as a 
percentage of sales from its current level of 
30% to 20% within three years. A key pro- 
ductivity gain will be in reducing turnaround 
time, so that semiconductors are shipped out 
again more quickly. Given that Anam takes 
delivery of several million US dollars worth 
of semiconductors each day, cutting cycle 
time translates into a signficant reduction in 
carrying costs for customers. Anam is also 
trying to improve quality, so that fewer ex- 
pensive semiconductors have to be scrap- 
ped. 
At the same time asitis trying to reduce its 
domestic cost structure, Anamis planning to 
move overseas, and is currently negotiating 
to buy an assembly plant in the Philippines 
from the US firm Advanced Micro Devices 
(AMD) for around US$20 million. 

Anam's business is not cutting-edge 
technology, but it still requires substantial 
capital investment. The firm has just opened 
anew plantin Seoul stuffed with US$100 mil- 
lion of new equipment, and it expects that 
capital spending over the next three years 
will come to another US$100 million. Depre- 
ciation, retained earnings, and borrowings 
from banks or the Euromarkets should en- 
able the firm to fund expansion with little 
trouble. 

If Anam is nimble enough, it should be 
able to carve out a commanding position in 
the semiconductor niche. Some of its pack- 
ages have already become industry stand- 
ards and it would like to play a more active 
role. “We want to set standards for the pack- 
aging industry,” says Kim. 

The company is also moving toward 
more technologically sophisticated packag- 
ing techniques and stuffing more chips into 
smaller spaces in an attempt to keep up with 
clients’ continuing miniaturisation de- 
mands. Moreover, Anam is doing more 
packaging of the customised application 
specific integrated chips, which are a major 
growth area in semiconductors. 

Offering better services to the firm’s more 
than 120 customers is one more way to make 
sure that the business stays healthy. Until 
last year, Anam would usually package 
semiconductors and ship the units back to 
the manufacturer for testing, usually in the 
US. Eventually, many of those same pack- 
aged semiconductors would find their way 
back to a user in Asia. 

Anam is now doing an increasing 
amount of testing in South Korea and ship- 
ping the devices directly to the buyers. 
About 3076 of their shipments were done 
that way last year, and the target this year is 
40%. For customers, it is a way of cutting 
costs, but it is also a vote of confidence in 
Anam. a 


INDUSTRY 


Indonesia s plywood industry is under fire 


Timber troubles 


By Adam Schwarz in Jakarta 


n 1988, Indonesia exported US$2.3 bil- 
I lion worth of plywood to the rest of the 

world, capturing 70% of the worldwide 
market and making plywood champion of 
the country's growing crop of profitable non- 
oil exports. But for all its success, the tightly 
guarded plywood industry is facing a rising 
tide of criticism from economists, govern- 
ment officials and individual plywood com- 
panies. 

The brunt of the criticism is aimed at the 
nominally private-sector Indonesian Wood 
Panel Association, known by its acronym 
Apkindo, to which all of Indonesia's 108 
plywood mills must belong. Because of In- 
donesia's dominance in the international 
market, Apkindo acts as a virtual cartel, de- 
termining export volumes and influencing 
prices. Like other cartels, such as Opec, Ap- 
kindo has been able to jack up world prices 


1988 plywood exports by market 
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over the short run by controlling supply. But 
whether Apkindo’s strategy is to the long- 
term benefit of Indonesia is now a matter of 
vigorous debate. 

Partly for this reason, officials at the Fores- 
try Ministry and elsewhere in the govern- 
ment are not eager to see the Apkindo ap- 
proach extended to other wood-based in- 
dustries like sawn timber and rattan. 

These officials are up against a formidable 
adversary in Bob Hasan, the powerful chair- 
man of Apkindo, who more than anyone 
else is responsible for the meteoric growth of 
the plywood industry. Hasan, one ofa group 
of Indonesian-Chinese businessmen who 
started companies in cooperation with the 
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military in Central Java in the 1950s, has 
long enjoyed close ties with President 
Suharto. 

Hasan, who has been chairman of Ap- 
kindo since its birth in 1985 and is himself 
owner of a handful of plywood and timber 
mills, added considerably to his power base 
in 1988. In a series of hotly contested elec- 
tions, he assumed the chairmanships of the 
Indonesian Loggers Association, the In- 
donesian Sawmillers Association, and the 
Indonesian Furniture Industry Association, 
in addition to becoming chairman of the um- 
brella organisation which groups all forestry 
related associations. He has made little secret 
of his desire to impose a more centralised, 
Apkindo-style system onto other wood- 
based associations. “The forestry depart- 
ment cooperates with Apkindo, but Ap- 
kindo really makes policy,” concedes a 
senior Forestry Ministry official. 

Repeated requests for an interview with 
Hasan were unsuccessful. 

Official government policy requires own- 
ers of forest concession areas — called HPHs 
— to move into downstream industries to 
improve the value added of wood products. 
Through taxes and export bans, the govern- 
ment has encouraged mills to switch first 
from lumber to plywood and sawn timber 
and then into processed goods like concrete 
panels, chipboard, mouldings and furniture. 
The major element of this drive was a 1980 
ban on log exports. 

Although the industry still awaits a de- 
tailed empirical study, many economists are 
convinced that the short-term losses result- 
ing from the log ban outweighed any 
medium-term gains. Not until 1988, for 
example, did plywood exports surpass the 
US$2.1 billion earned from log exports in 
1979. One 1986 study found that in constant 
terms more than four dollars were lost in log 
exports for every dollar gained in plywood 
exports. 

What role Apkindo played in this failure 
is an unanswered question. Before Apkindo 
was established there was widespread 
dumping of plywood abroad as companies 
struggled to generate cash to pay off the esti- 
mated US$2 billion invested in new mills. 
Apkindo restored some order into the indus- 
try and helped stabilise prices, but not with- 
out imposing some costs of its own. 

Defenders of Apkindo say it generates 
more revenue for the country because 
of stable prices, enhances Indonesia's 
reputation for reliability and reduces 
rates of deforestation. "There's no doubt 
that Apkindo brings some benefits to 
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Indonesia,” says one foreign economist. 

In fact, many in the government and in 
the industry believe that a strong association 
is necessary to promote industrialisation of 
the forest sector, while avoiding cut-throat 
competition by manufacturers. But they ob- 
ject to what they say is the heavy-handed, 
centralised, control of Hasan, who is seem- 
ingly beyond the government's reach and 
brooks no dissent from below. “Hasan‘ac- 
cepts no consultation. He thinks he is doing 
the right thing but he is one man, he can 
make mistakes,” says a top Forestry Ministry 
official. “Apkindo is a big organisation,” he 
continues, “but it has amanagement system 
the same as a sidewalk vendor.” 


pkindo groups Indonesian plywood 
A firms into seven joint marketing 
boards (JMBs) with each JMB assigned a 
particular market to serve. Apkindo sets an 
overall quota for each JMB, which is then sub- 
divided into individual company quotas. 
Trade sources say that on average each millis 
obliged to commit 70-80% of production to its 
JMB-assigned market and is free to sell its re- 
maining production to “new markets” not 
covered by any marketing board. Plywood 
sales to a market covered by a different mar- 
keting board need prior approval by the re- 
levant JMB. 
Apkindo, through the seven JMBs, calcu- 
lates plywood prices for different regions of 
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the world. Currently, Apkindo is pricing ex- 
ported plywood at around US$310-320 a m3, 
vs an estimated average cost industry- 
wide of US$280 a m3. The executive presi- 
dent of Apkindo, Tjipto Wignjoprajitno, de- 
nies that Apkindo sets export prices. “Any 
mill can sell at any price it wants. There are no 
penalties,” he told the REVIEW. 

But plywood manufacturers, foreign 
buyers, government officials and local 
economists tell another story. They say that 
Apkindo, which is the only body empo- 
wered to issue export licences to plywood 
manufacturers, has a range of tools to pre- 
vent manufacturers from exceeding their 
quotas or selling below JMB recommended 
prices. Theserange from approving allletters 
of credit to fines and suspension of export li- 
cences. "In the early days, Apkindo sus- 
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pended licences from two or three mills: the 
message got out pretty fast," remarks one 
forestry official. Trade sources say that the 
Apkindo controls have simply led to wide- 
spread under-the-table discounts, particu- 
larly on sales to Singapore and Hongkong. 

Economists claim that one inefficiency of 
the Apkindo system is that it allows orders 
from abroad to determine production deci- 
sions, rather than letting manufacturers pro- 
duce according to the quality of the timber in 
their concession area. Consequently, some 
manufacturers with high-quality timber are 
forced to downgrade production, and make 
less money, because of their quota obliga- 
tions to a market seeking low-grade 
plywood. i 

Another simmering complaint by makers 
concerns the proliferation of fees required of 
HPH holders. In addition to a US$6 a m3 con- 
cession fee and US$4 a m? reforestation fee 
paid directly to the government, Apkindo 
charges 11 US cents a m? to cover Apkindo 
overheads, US$2 a mto finance a foresty in- 
ventory project and US$5 a m3 for marketing 
development. 

“But where is this marketing money?” 
asks one government official, who requested 
anonymity. “They haven't used it to develop 
markets nor for industry R & D." Despite alle- 
gations of improprieties, "the government 
has never asked to see Apkindo's accounts," 
notes a senior adviser to the National Plan- 





Ruffled feathers 


The rise of Apkindo as the major force in international plywood 
has not come about without ruffling a few feathers in Japan and 
the US, Indonesia's two biggest plywood markets. Both have ac- 
cused Apkindo of violating Gatt provisions and, in the case of the 
US, anti-trust laws as well. But both have had little choice but to let 
Apkindo call the shots. 

Japanese plywood manufacturers have struggled mightily to 
keep Indonesian plywooders from pricing them out of the mar- 
ket. Japan imposes a 15% tariff on plywood imports from In- 
donesia and is accused of discriminating against higher value- 
added products, a contention supported by the aggregate export 
numbers supplied by Apkindo. The average C&F price of In- 
donesian plywood exported to Japan in 1988 was US$286 a nv, 
compared to US$378 for plywood to North America, US$372 for 
plywood to China and US$335 for all plywood exports. 

In return, Apkindo chairman Hasan has waged a highly ag- 
gressive, almost predatory marketing campaign against Japanin a 
bid to secure market share. It is a thinly veiled industry secret that 
Hasan has dumped large volumes of Indonesian plywood on the 
Japanese market in order to drive out Japanese manufacturers. 

But until recently his efforts have met with only limited suc- 
cess. Cheap Indonesian plywood was bought up by large Japan- 
ese trading houses and resold to Japanese plywood manufactur- 
ers, which then sold finished wood products to end-users. As a re- 
sult, Indonesia sacrificed sorely needed revenues for only margi- 
nal gains in market share. 

To circumvent the Japanese trading houses, Apkindo set up its 
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own trading operations in Osaka and Tokyo in late 1988. “[In- 
donesian plywood] companies have to sell concrete panel 
through these traders," says Apkindo executive president Tjipto. 
He estimates concrete panel accounted for half of the 2 million m? 
of Indonesian plywood exported to Japan last year. 

Both Apkindo and theJapan Plywood Manufacturers Associa- 
tion have threatened to lodge complaints with Gatt against the 
other, but so far the respective governments have remained 
largely uninvolved. Ironically, Hasan enjoys the support of many 
government officials, who are otherwise unhappy with the Ap- 
kindo network, precisely because he is able and willing to stand 
up to the Japanese. Many in the government feel that Japan has 
taken advantage of Indonesia in past years. 

Meanwhile, US home builders and contracters have’ re- 
sponded to Apkindo's efforts to push up prices by substituting 
out of plywood into lower cost products such as particle board, 
fibre board and gypsum wallboard. Donald Butts at the US De- 
partment of Commerce in Washington says that total US imports 
of Indonesian plywood and veneer panels fell 15% in 1988 from 
the previous year. 

This buyer projected that the move towards greater substitu- 
tion of composite boards for plywood would continue over the 
near term, a trend that would auger poorly for the long-term pros- 
pects of Indonesian plywood. Composite boards use almost 100% 
of a log during the production process, a significant saving over 
natural plywood which has a utilisation rate of about 50%. 

US manufacturers contacted by the REVIEW seemed resigned 
to adapting to the rules of the game as laid down by Apkindo. 
While saying that Apkindo had done a good job matching up 
worldwide supply and demand, one US buyer likened Apkindo 
to the US labour movement: “It did a lot of good in its early days, 
but it has outlived its usefulness.” m Adam Schwarz 
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ning Agency. These funds, which trade 


sources conservatively estimate at US$40-50 
million, are “still in the bank and all ac- 
counted for," according to Tjipto. 

Sources say that Hasan has targeted sawn 
timber as the next industry to adopt the Ap- 
kindo system, but he is likely to run into stiff 
opposition both in and outside the industry. 
For one thing, the makeup of the industry is 
substantially different from plywood. There 
are about 2,400 licensed sawmills, with only 
300 holding forest concession areas. Second- 
ly, Indonesia has about a third of the 
worldwide sawn-timber trade, compared to 
plywood's 7095, and has therefore less ability 
to influence export prices. Of late, senti- 
ments have been growing in official circles 
that the Apkindo system should not be al- 
lowed to multiply. 

“The government wants to see what 


Hasan does with Apkindo before letting him 
move in on sawn timber," said the planning 
agency official. 

Trade sources note Hasan has imposed 
export taxes on upstream sawn-timber pro- 
ducts and banned the export of sawn timber 
valued at less than US$200 a m*. Both mea- 
sures, they say, harm the smaller, non-HPH 
holding mills at the expense of the larger 
companies. Hasan says the measures are de- 
signed to stem illegal e for which small- 
er mills are the biggest culprits. 

The matter appears to be heading for a 
showdown sooner than the government ex- 
pected. Hasan has called a special meeting of 
the Indonesian Sawmillers Association. "We 
think he is going to try to centralise power in 
the Jakarta association headquarters, the bet- 
ter to take control of the industry like he did 
with plywood," one sawmiller said. a 





FISHING 


Taiwan and Japan overfish South Pacific 


Oceans apart over tuna 
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apanese and Taiwan boats are using a a 

fishing practice in the international 

waters of the South Pacific which, if un- 
checked, threatens to wipe out the albacore 
tuna fishing industry of the island nations. 

Atan informal meeting sponsored by the 
Forum Fisheries Agency in Fiji on 2-3 March, 
officials from nine Pacific countries called for 
an urgent meeting with "distant fishing na- 
tions" — referring to Japan and Taiwan — to 
discuss how to save the area's stocks of high- 
quality canning tuna. 

The threat comes from gill-netting. Often 
up to 60 km long, gill-nets not only ensnare 
huge quantities of fish, including en- 
dangered species, but also pose a serious 
threat to navigation. V essels using them 
have proliferated in the waters of the South 
Pacific. From perhaps 12 two seasons ago, 
there are now at least 130 Taiwan and 30 Ja- 
panese boats using such nets. 

Officials at the Fiji meeting heard that the 
impact of the gill-netting had proved four 
times more serious than scientists had origi- 
nally thought. This season's catch will be 30- 
60,000 tonnes, estimated to be worth US$50- 
100 million. 

This is vastly in excess of the 10-15,000 
tonnes considered the maximum sustaina- 
ble yield for all surface albacore fishing in the 
area. That estimate includes fishing by trawl- 
fishing boats, which alone will account for 
10,000 tonnes this year. 

The ravaging of the young surface stocks 

will also hit longline fishing. The longliners, 
l ue annual catch is worth about US$50 
million, harvest mature albacore as they mi- 





grate north. Fiji, Vanuatu, the Cook Islands, 
American Samoa and French Polynesia all 
own or license longline vessels. 

Officials from Pacific countries first met to 
discuss their concem last November and de- 
cided to refuse gill-netters trans-shipment 
and cold-storage facilities. The region main- 
tained a relatively united front, with one 
major exception. New Caledonia, absent 
from both meetings, allowed substantial 
trans-shipment by the Japanese. But the far 
larger Taiwan fleet circumvented the ban by 
doing much of its trans-shipment and refuel- 
ling at sea. 

At the Fiji meeting the participants de- 
cided the next step was to gather the latest 
scientific evidence on the gill-netters' impact 
in a bid to persuade the governments of 
Japan and Taiwan to negotiate. 

Tony Lewis, chief fisheries scientist for 


the South Pacific Commission, recently vis- | 


ited both countries and found what ap- 
peared to be genuine surprise at the speed 
with which the industry has grown. “I think 
it is fair to say that the governments were 
caught with their pants down," he says. 
"Neither country has good statistics and they 
are working desperately hard to put some- 
thing together." 

Lewis says the problem stems partly 
fromt the fact that gill-netters have not been 
regulated in the same way as other fishing 
vessels. That may change, given the 
“frighteningly large" number of complaints 
both governments are receiving. 

"But as the fishing is still essentially a 
high-seas one," Lewis says, "it will take a 
large amount of goodwill on all sides to arrive 
at a solution." a 
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PHILIPPINES 


Maintaining momentum 


hé Philippines enjoyed higher- 

than-expected growth last yéar. 

Real GNPincreased by 6.7%, against 

a previously estimated 6.5%, and 
exports surged 23.7% to a record US$7.07 bil- 
lion. Asa result of this expansion in business 
activity, the unemployment rate fell from 
11.3% to 9.6%. 

A sharp rise in direct foreign investment, 
the result of growing investor confidence in 
the stability of the Aquino government and 
the attractions of Manila’s debt-to-equity 
conversion programme, helped fuel the eco- 
. nomic expansion. At the end of last year, 
total private investment made up 14.8% of 
GNP, from 11.8% in 1987. 

The momentum appears to have been 
maintained in the first two months or so of 
this year. The Securities and Exchange Com- 
mission reported that equity investments 
rose to P1.2 billion (US$56.2 million) in Feb- 
ruary, up from the January level of P945 bil- 
lion. Over the same period, foreign invest- 
ment declined to P189 million. The fall was 
attributed to the central bank's virtual sus- 
pension of its debt-to-equity conversion pro- 
gramme. The Board of Investments, how- 
ever, said that in January it had registered in- 
vestment projects worth P18 billion, 58% 
more than for the whole of 1988. 

Inflation has so far been kept at bay. From 
anaveragerate of 8.8% last year, it fell to 8.6% 
in February after creeping up to 9% in Janu- 
ary. Bank lending rates, averaged 16.5% in 
January, down from the 17.2% level of six 
months ago. 

Next to political stability, two other fac- 
tors have played an important part in the 


Trade gap widens 
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Philippine's economic turnaround. They are 
the current favourable world market condi- 
tions for the country's agricultural and metal 
exports and the government's deficit-spend- 
ing policy, which has been financed to a large 
extent by foreign official loans and grants. 

The expected slowdown in the world 
economy and the fear that the deficit-spend- 
ing policy might trigger higher inflation has 
convinced Manila — prodded by the IMF — 
to aim fora slightly lower growth rate of 6.5% 
this year. This target, however, is based on 
the assumption that total new foreign loans 
will rise substantially, from US$900 million in 
1988 to about US$1.5 billion this year. 

The country’s balance of payments 
showed an improved surplus of US$516 mil- 
lion last year, compared with US$264 million 
in 1987. But the increase was largely due to 
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the impact of debt-rescheduling agreements 
and late disbursement of new loans. 

Last year's export surge was not enough 
to prevent the trade deficit from widening to 
US$1.05 billion as imports also jumped be- 
cause of industry's increased requirements 
and the influx of foreign consumer goods 
due to trade liberalisation. 

The country's total foreign debt, which 
was US$27.9 billion at the end of 1988, ac- 
cording to central bank data, remains a drag 
on the economy. Debt-service payments 
more than offset foreign exchange inflows, 
widening the current account deficit to 
US$400 million. Payments are expected to in- 
crease as world interest rates rise. 

Two factors could be crucial for the econ- 
omy this year. First, the government will 
have to make a major effort to raise revenues 
to finance its investments and operations. 
Second, a substantial amount in new foreign 
loans will be needed to meet the country's 
foreign exchange shortfalls. The current ac- 
count deficit for this year is expected to swell 
to US$1 billion. 

Agreement on a financing facility has 
been reached with the IMF. But the agree- 
ment is tied up with the commercial banks' 
willingness to extend new loans, estimated 
to amount to US$1.6 billion. Delays in new 
loan inflows could seriously undermine the 
country's economic recovery as pressure 
on the peso's exchange rate — which 
weakened by only 2.6% from the end-1978 
level as a result of central bank intervention 
— could lead to a devaluation that would 
seriously derail the government's program- 
me. m Rigoberto D. Tiglao 
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Contrary to popular opinion, 
.. not all bears look alike. 


Neither do global asset managers if you examine them carefully. For example, the 
Julius Baer Group, which has over 40 years experience in international portfolio 
management. Headquartered in Zurich, Bank Julius Baer also operates in London 
and New York, bringing togethera strong team of international money managers and 
state-of-the-art technical facilities. 

If your investment goal is long-term capital preservation and enhancement, take a 
closer look at Bank Julius Baer. We offer superior asset management services. 


JBB 
BANK JULIUS BAER 


i For the Fine Art of Swiss Banking 





Zurich, Bahnhofstrasse 36, 8010 Zurich, Tei. (01) 2285111 
Hong Kong, 2115-8 jardine House, 1 Connaught Place, Hong Kong, Tel. 5-221904 
Tokyo, Yurakucho Building, 6th Floor, 1-10-1 Yurakucho, Chiyoda-ku, Tokyo 100, Tel. (03) 214-7063 
London - New York - San Francisco : Los Angeles - Mexico City : Geneva 








To say that Alcatel offers the most advan 





To get the full picture of Alcatel's technological 
expertise, you have to look that little bit further 
than the earth beneath your feet. Because, right 
now, Alcatel is continuing to conceive, design, 
build and service the most advanced systems in 
every area of communications. 

From satellite systems, including the prestig- 
ious, multi-national Intelsat VII project, to undersea 


cables, such as the 2,500 kilometre link constituting 
Tasman 2. 

Yet, retaining a position at the very forefront of 
communications systems technology takes more 
than just expertise and inventive inspiration. It also 
takes money. And a good deal of it. To date, Alcatel 
invests some S1 billion every year in Research 
and Development. 


d technology on earth is not strictly true. 


In doing so, Alcatel is perfectly positioned 
to design and manufacture across the full, yet 
ever-growing range of communications systems. V 
These include Public Network Systems, Trans- 
mission, Business Systems, Cables, Network ALCATEL 
Engineering and Installation. 


It's a commitment that is destined to take Alcatel 


well into the future. No matter where the future lies. 


Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 





MILD SEVEN 


An Encounter with Tenderness. 
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BUSINESS 


KPER TROL 


SHROFF 


The new boy network 


s Hongkong’s first generation of 

Chinese magnates gives way to the 

second, the territory is witnessing a 

more assertive style of business. 
The change is evident in property company 
New World Development's HK$3.1 billion 
(US$397 million) hostile bid for Wing On 
Holdings, a company with bank, depart- 
ment store and property interests. 

It seems inconceivable that New World 
founder Cheng Yu-tung, advised by Sun 
Hung Kai Securities’ founder Fung King- 
hey, would have launched a public scrap 
against the Kwoks, another of Hongkong’s 
established families. Yet New World’s need 
to diversify its earnings base has prompted 
the sons of Cheng and Fung to do just that. 
The novelty of Hongkong’s foremost take- 
over artist Joseph Lau taking on the en- 
trenched Kadoorie family two years ago is 
becoming common practice. 

Nor does the new broom sweep just at 
New World. As Sir Y. K. Pao passes from 
the scene, so starts a new era at the World/ 
Wharf group. Last year, World/Wharf nib- 
bled at Hongkong property and bought the 
US-based Omni hotel chain. Group com- 
pany Hongkong Realty is mooted to be plan- 
ning a rights issue as part ofa restructuring of 
the property interests. 

At Cheung Kong Holdings, flagship 
company of Hongkong billionaire Li Ka- 
shing, Canadian-based son Victor, 25, has 
made his name selling luxury Vancouver 
flats on an exclusive basis to Hongkong in- 
vestors. Victor needs to absorb from his dad 
the logic of respect for sensitivities and leav- 
ing something for the next man — in this case 
the hapless Vancouver resident. But Li will 
continue to devolve power to his sons. 

Against this trend is Malaysian com- 
modities and hotel magnate Robert Kuok's 
HK$2.01 billion purchase of Alan Bond's 
30% holding in HK-TVB, the territory's leading 
television broadcaster. Kuok bought the 
shares last year as a favour to Sir Run Run 
Shaw, his 81-year-old pal. Shaw was report- 
edly worried that Bond would sell his 
strategic holding to Lau. So Kuok stepped in 
to help him cement his control of TVB. 


Not that New World shareholders should 
rush to applaud their company's new direc- 
tion. The Wing On bid is unlikely to succeed 
if New World does not raise its HK$17 a 
share offer to a healthy premium to net asset 
value (NAV). Most estimates of Wing On's 
net worth vary around HK$20-23 a share. 
With Wing On's share price still below the 
HK$17 offer price, the market does not yet 
think that the bid will succeed. 
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Wing On itself might be a risky play. The 
property assets offer potential, though the 
department stores could find themselves 
struggling against a determined onslaught 
from Japanese and British retailers. Still, the 
need to grow is inexorable and the climate for 
growth has become more challenging. Cash- 
flush Hongkong companies are all looking 
for opportunities while few bargains remain 
after three boom years. 

New World has already taken 3376 of 
broadcaster ATV, is buying property com- 
pany Scilla Holdings, would like to purchase 
the Bond Centre and is interested in cable 
television. The biggest winner in the Wing 
On battle could be Singapore company Lee 
Hing Development. At director Robert Ng's 
urging, Lee Hing bought a 1076 stake early 
last year at an average HK$5. The holding 
was intended as an asset play, and a success- 
ful HK$20 offer would net Lee Hing a profit 
of over HK$250 million. 





A tale of two styles 
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Hongkong Land 
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As ever, the Jardine group is moving 
against the trend. Associated company 
Hongkong Land’s HK$5.1 billion special di- 
vidend is an admission that the group has 
run out of ideas for growth. Of course the 
33% share of Jardine Strategic Holdings (JSH) 
in the dividend will help JsH cut its HK$3 bil- 
lion debt to HK$1.32 billion. 

Land, however, has remortgaged its 
properties at a time of high interest rates. But 
this reallocation of group debt at the cost of 
ladling out HK$3.4 billion to outside share- 
holders is a clumsy way of going about busi- 
ness. If Land was serious about making 
money, why not do something dramatic like 
bid for Cheung Kong? Land could have af- 
forded the HK$33 billion cost. More likely, 
Land would have made a profit on green- 
mailing Li. The exercise would have done 
wonders for Land's image. 

Indeed, if the Hongkong & Shanghai 
Banking Corp.'s HK$50 million purchase of 
the Hang Seng Bank was the biggest cor- 


FAR EASTERN ECONOMIC REVIEW 


porate rip-off in Hongkong's history (to 
quote Robert Ng when he was still a stock 
analyst at Sun Hung Kai), then Jardines’ 
treatment of Land is the biggest gang rape in 
Hongkong's corporate history. 

Jardines has systematically sold Land's 
assets at bargain basement prices. This rape 
extends from the fire sale of stakes in utilities 
Hongkong Electric and Hongkong Tele- 
phone to its land bank, its residential 
portfolio and its developed properties out- 
side Hongkong's Central core. Now Land is 
being stripped of its cash. 

But Jardine's controlling Keswick family 
are nothing if not chivalrous folk. Having 
monumentally misread the Hongkong 
property market, they want to hang on to 
Land. Their problem is that, having slashed 
Jardines" shareholding in advance of the 
property boom, their group's stake is vulner- 
able to a predator. 

So the Bermuda card is being played. 
After completing its announced plan to 
move the property group's domicile to the 
colony, Land will be able to buy shares in it- 
self, or swap assets more easily with Jar- 
dine's other Bermuda-incorporated com- 
panies to confuse a predator. The problem is 
that Jardines would still have to make a gen- 
eral offer if its stake rises over 3576. So the 
plan is probably to trigger another technical 
general offer at an artificially low price, as 
with last year's general offer for Mandarin 
Oriental shares. 

Once the dividend is paid, the thinking is 
that the market will downgrade Land's 
shares to an even greater discount to NAV 
than the 30% odd which existed prior to the 
dividend. Certainly, an average 11% finance 
charge this year on the increased debt is 
likely to eat away any earnings increase. The 
way would then be open for Jardines to make 
its general offer. 

With no policy other than to buy group 
shareholdings, the Keswicks might do better 
to shed their notions of running a "family 
company" and let someone else take control 
of Jardines. That solution would probably 
leave them richer and able to enjoy country 
life in England without the bother of having 
to visit Hongkong. 


Needed at the Securities & Futures 
Commission (SFC): holders of professional 
degrees who want to earn salaries of 
HK$40,000 a month and upward, say the re- 
cruitment ads. Market experience secondary 
to the "degree." No wonder the SFC is being 
inundated by applications from would-be 
regulators in law and accounting firms. 

m Christopher Marchand 
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CURRENCY 


Central bank liberalises further exchange rate regime 


Change for Taipei 


By Jonathan Moore in Taipei 


nder pressure from the US, Taiwan's 

i | central bank has agreed to replace its 

present, tightly controlled foreign ex- 

change system with one that will allow 

banks to decide the NT dollar rate according 
to daily market swings. 

Bankers in Taipei welcomed the measure 
but said they would wait to see how much 
freedom the central bank will in fact allow 
under the new rules. 

The policy change follows exchange-rate 
talks with the US in Hawaii. At the talks, 
which ended on 23 March, Taiwan reported- 
ly refused to agree to set a schedule for ap- 
preciation of the NT dollar. 

Under the existing system, the Central 
Bank of China, sets a daily mid-rate, ac- 
cording to a weighted average of the pre- 
vious day's trades. Banks trading in the NT 
dollar must buy and sell the currency within 
a 2.25% range of the set mid-rate. The system 
has been criticised, in particular by the US 
which has accused the central bank of mani- 
pulating the exchange rate to give Taiwan an 
unfair trading advantage. 

In the past, the central bank has set the 
daily rate simply by directing its agent banks, 
the Bank of Taiwan and the International 
Commercial Bank of China, to buy or sell an 
appropriate amount of US dollars at the end 
of each day. The central bank plays down its 
role by claiming that it “intervenes some- 
what” to protect local exporters from rapid 
currency appreciation. 

While the central bank looks set to con- 
tinue to influence the NT dollar’s rate, such 
outright manipulation will become more dif- 
ficult. The new rules will abolish the 2.25% 
limit and enable a group of nine banks — five 
regular government-controlled foreign ex- 
change banks and four foreign banks, cho- 
sen ona rotating basis — toset the rate forthe 
day at amorning meeting. 

The rate will affect traded amounts of 
under US$30,000. There is a provision for re- 
setting the rate any number of times and at 
any hour. For trades above US$30,000, 
which account for most of the total trading 
value, rates will be set by the trading banks 
themselves. 

While welcoming the move as a positive 
step, bankers were split on its significance. 
Many called the change a window-dressing 
measure that will relieve political pressure 
from the US and earn prestige for Taiwan 
abroad while ensuring that currency mani- 
pulation by the central bank is effected by 
more sophisticated means. 


Foreign-exchange controls were last lifted 
in July 1987, when Taiwan residents were al- 
lowed to remit abroad up to US$5 million a 
year. The inward remittance amount is 
US$50,000. Both of these rules remain un- 
changed, reflecting the central bank's con- 
tinuing concern that an inflow of cash for cur- 
rency speculation could add to money sup- 
ply growth and cause price instability. 

A control that will be putin place with the 
new rules is a ceiling on banks' overnight US 
dollar positions — US$20 million for foreign 
banks and US$50 million for Taiwan-based 
banks. Restrictions that limit selling US dol- 
lars forward for hedging purposes have not 
been lifted. 

Commenting on the rules change, John 





Brinsden, manager of Standard Chartered 
Bankin Taiwan, said: "Now banks are free to 
strike their own rates rather than working 
from the previous day's weighted average. 
And with a provision for further fixing, the 
rate can respond to what goes on in the day. 
It's quite an advance on the existing system, 
but still not as open as some other coun- 
tries." 

The central bank has been taking a more 
passive role in recent weeks, allowing great- 
er daily fluctuations in the rate. Following 
the US-Taiwan exchange-rate talks and 
the announcement of the new policy, the 
local exchange rate slid back from its high 
point of NT$27.09:US$1 on 24 March to 
NT$27.35:US$1 on 28 March. The local econ- 
omy is under pressure because the NT dollar 
has appreciated more than 45% since late 
1985. 

"In the long term, the [appreciation] 
trend will be determined by the fact that we 
are still a surplus country, the inflation rate is 
rising and interest rates are going up," said a 
foreign exchange trader. "We will see bigger 
fluctuations on a day-to-day basis," under 
the new plan. "The rate may move faster 
now and may even overshoot occasionally," 
the trader added. 

But bankers noted that a central bank 
planis under way to install direct phone lines 
to all of the 40-plus trading banks, foreign 
and local. This will enable the central bank to 
keep a rein on market activity. 

Also, the central bank's plan to update 
trading rates on Reuters and Telerate screens 
on a half-hourly basis, instead of instantly, 
gives it an advantage the other banks do not 
have, complained the head of a local bank. 

"The bank will use the telephone lines to 
keep a closer watch on what the banks are 
doing," said the trader. "The bank would be 
likeBig Brother — withabigbaseballbat." m 





BANKING 1 


Foreign units will have to be locally incorporated 





By Nick Seaward in Kuala Lumpur 


ith the economy coming along 
W nicely with 8.1% real GDP growth 


last year, Malaysia’s central bank, 


Bank Negara (BN), has now turned its sights 
on the last remaining sector of the financial 
system beyond its absolute control — the for- 
eign banks. 

After presenting his annual report 
for 1988, BN governor Tan Sri Datuk Jaffar 
Hussein casually dropped the bombshell 
that a new omnibus Banking and Financial 
Institutions bill will come before parliament 
later this year, requiring all foreign-owned 
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The bank's bombshell 


banks to incorporate Malaysian subsidiaries. 

He said that the new subsidiaries would 
be allowed to remain 100% foreign-owned, 
subject to the current restrictions which pre- 
vent them from opening new branches. “If 
they want to participate . . . [more fully] they 
will have to restructure,” Jaffar said. 

There are 16 foreign-incorporated banks 
out of a total of 39 commercial banks operat- 
ing in Malaysia. Most of them are single 
branch operations that operate essentially as 
representative offices for the parent. But the 
top four — Hongkong and Shangha Banking 
Corp. (HSBC), Standard Chartered, Citibank 
and Oversea-Chinese Banking Corp. — 
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Bank Negara; Jaffar: disputed reasoning. 


have substantial Malaysian operations with 
sizeable branch networks and deposit bases. 

Moves were made about five years ago to 
restructure HSBC and Stanchart into 70% 
Malaysian-owned companies, in line with 
the New Economic Policy. The plan was 
abandoned, however, with the onset of the 
recession in .1985-86, when it was realised 
how enormous cost would be. According to 
the most recent listings, for instance, HSBC is 
the fourth-largest bank in Malaysia, with as- 
sets of M$7.7 billion (US$2.8 billion). Overall, 
BN estimates that foreign banks account for 
about 25% of all loans. 

A few of the foreign banks do not reveal 
the size of the working capital of their Malay- 
sian operations but based on those that do, a 
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rough estimate of the total capital that may 
have to be injected comes to about M$3 bil- 
lion. 

Jaffar said that the rationale for the deci- 
sion to force the foreigners to incorporate loc- 
ally was to enable BN to ensure that their cap- 
ital was intact, to improve the regulation of 
the banking system with greater uniformity 
and closer monitoring of performance. He 
pointed out that three foreign banks had 
made losses in 1986 and four in 1987, requir- 
ing further injections of capital from the par- 
ent. 

Some foreign bankers have disputed this 
reasoning. At the moment, all the Malaysian 
operations have the security of their entire 
parent's balance-sheet behind them. If incor- 
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Bank Negara to put brake on money supply growth 


Flush with funds 


alaysia's economy grew in 1988 at 

M its highest rate for 10 years. Figures 

released by the central bank give a 

»ereliminary estimate for growth in GDP in 

onstant prices of 8.1%. This is 0.7 of a point 

enigher than the forecast made by the Treas- 
ary last October in the annual budget. 

In his annual report, BN governor Tan Sri 
Datuk Jaffar Hussein forecast a growth in real 
3DP this year of 7.3% but he pointed out that 
‘ising inflationary pressures are a cause for 
'oncern and added that the employment 

mmarket in Malaysia "is suffering from some 
structural problems." However, Jaffar noted 
vith obvious satisfaction the considerable 
improvement in the government's finances 
Mand the better-than-expected surplus in the 
"urent account of the balance of pay- 
ments. 

Jaffar said that the main task of the central 
vank this year will be to put a brake on the 

exrowth of both M2 and M3 money supply, 
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while maintaining sufficient liquidity in the 
banking system to fuel private investment. 
He also acknowledged that the differential 
between interest rates in Malaysia and over- 
seas had brought about "unnecessary bouts 
of weakness" in the local currency, which 
had created an element of imported infla- 
tion. 

Jaffar said that no request had yet been re- 
ceived from the banks for a rise in interest 
rates to bring down the differential. (The as- 
sociation of banks was due to meet shortly 
after the release of thereport to consider such 
a request.) The governor said he would be 
sympathetic to such an approach if the banks 
came forward with credible figures on their 
cost of funds. 

Figures contained in the BN report make it 
clear that the banking system is far from feel- 
ing the pinch, however. An overall profit of 
M$794 million (US$288.8 million) was made 
in 1988, compared with M$125 million in 
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porated locally, the liability would be limited 
to the subsidiary's paid-up capital. In addi- 
tion, it has been argued that the small, one- 
branch operations would not be able to sup- 
port their overheads if hived off from the par- 
ent, leading to an exodus of foreign banks 
and an end to Kuala Lumpur’s aspirations of 
becoming a regional financial centre. 

When questioned on the reaction of the 
banks to the impending requirement, Jaffar 
said that most of them were happy. "One or 
two were unhappy," he added, “but I as- 
sured them it is for administrative conveni- 
ence." None of the foreign banks contacted 
by the REVIEW was willing to go on the re- 
cord, but most seemed to be relaxed about 
going local, pointing out that they had first 

expected the legislation to be passed in Oc- 
tober 1988 and then in March this year. "At 
least we know the clock is now ticking,” said 
one banker, “this has been like a sword 
hanging over us for some time.” 

For the one-branch foreign banks, being 
given their own capital base might come as a 
relief. At the moment, BN limits the amount 
of negotiable certificates of deposit issued by 
foreign-incoporated banks to their net work- 
ing capital. There is also an unofficial limiton 
the amount to which they can tap into the 
ringgit interbank market to meet their fund- 
ing requirements, which is the equivalent to 
2096 of total assets. If they do not have their 
own ringgit deposit base like HSBC or 
Citibank, any further ringgit needs must 
be funded through US dolar od 
swaps. 
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1987 and a loss of M$337 million in 1986. Al- 
though the overhang of bad debts and in- 
terest in suspense more than wiped out the 
5.2% average loan margin, the total yield for 
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commercial banks after other income was 
added to the figures more than doubled to 
1.396. 


The same could not be said of the finance ! 


companies, however, as their total yield last 
year was a negative 0.2 of a point. BN re- 
vealed that two more finance compan- 
ies, Eu Finance and Visia Finance, had 
had to bé taken over by the authorities 
in 1987. Eu had accumulated losses of 
M$88 million and negative shareholders’ 
funds of M$75 million, while Visia had 
lost M$117 million up tothe end of December 
1988, leaving it with negative sharehold 


ers' funds of M$80 million. 

With the economy now being driven 
by domestic domand (mainly private invest- 
ment and consumption), demand for loans 
is outstripping the growth in deposits 
and the banks may face a squeeze later this 
year — especially if BN moves in to mop up 
liquidity to prevent inflation. In 1988, total 
loans and advances of the financial system 
grew by 9.976, compared with 0.296 in 1987, 
while deposits grew by 6.9%. Large loan pre- 
payments and repayments by the govern- 
ment and state-owned agencies wiped out 
the resource surplus of M$3.2 billion in 
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Conflicting claims over Manila’s pact with IMF 


What price the peso? 


By Rigoberto D. Tiglao in Manila 





espite President Corazon Aquino’s 
D insistence that the recent IMF agree- 

ment, unlike past accords, does not 
involve a peso devaluation, Manila's 
Memorandum on Economic Policy, which 
represents the agreement between the IMF 
and the government on a 1989-92 economic 
programme, assumes changes in the value 
of the currency. 

Aquino's statement that the IMF has not 
required the devaluation of the peso appears 
to be only partly true. A statement from her 
press office said that while “the peso could 
devalue” under the IMF agreement, ". . . it 
[the accord] would not be the direct cause of 
such a devaluation." 

Based on calculations from the data in the 
memorandum, the Manila-IMF agreement 
presupposes, surprisingly, an appreciation 
of the peso against the US dollar this year — 
fromits current level of P21.33-21.35:US$1 to 
P20.90:US$1. Bankers, pointing to the cur- 
rent level of inflation, have been forecasting a 
3-476 depreciation in the value of the peso. In 
the following year, however, the IMF agree- 


ment foresees a drop in the peso's value to 
P22.40:US$1. 

Sources involved in drafting the pro- 
gramme have said that during negotiations 
the IMF had in fact been insisting on a depre- 
ciation of the peso this year. Its insistence 
echoed an October 1988 confidential World 
Bank study which said the peso should be 
depreciated to make Philippine exports more 
competitive. That study stressed that the 
central bank’s efforts to defend the peso 
would only result in the depletion of the 
country’s international reserves — as indeed 
they did. 

Although central bank governor Jose 
Fernandez has been accused of being too 
cooperative in talks with the IMF, officials 
note that he has taken a firm position against 
the devaluation of the peso. He has insisted 
all along that the Philippines’ import-depen- 
dence would quickly offset any competitive 
gains resulting from a depreciation of the 
peso. 

Bankers have also noted that, as with pre- 
vious governors, Fernandez’ leadership of 
the central bank has been seen in terms of his 
ability to “defend the peso.” Since he as- 
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1987 and left a gap of M$1.5 billion last year. 
Jaffar made it clear that BN believes that 
the overriding priority is the continued pro- 
vision of cheap loans to finance additional 
private investment. In order for Malaysia to 
achieve an average of 7% annual real GDP 
growth over the next two years, non-oil pri- 
vate investment will have to total M$30 bil- 
lion, with a further M$5-6 billion coming 
from the petroleum and gas sectors. “It is 
crucial that the momentum of private invest- 
ment in the key growth sector of manufac- 

turingis maintained," Jaffar said. 
B Nick Seaward 


sumed office, Fernandez has gained a repu- 
tation in the banking community as a clever 
manipulator of the exchange rate. 

For instance, late last year when pressure 
on the peso was building up because of the 
huge dollar demand to finance import pur- 
chases, Fernandez called on the Manila city 
government and the Bureau of Internal Rev- 
enue to clamp down on money-changers 
who were offering more than the official rate 
for US dollars. US dollars were sucked into 
the banking system and Fernandez pushed 
up local interest rates to make it more expen- 
sive for the banks to hold on to dollars. As a 
result, by December, several of the banks 
that had been hoarding dollars found them- 
selves saddled with huge dollarstocks which 
they could not unload at a profit. 

During the IMF-Manila negotiations, a 
substantial amount of time was spent dis- 
cussing the exchange rate. The IMF appa- 
rently pointed out that the peso would have 
already depreciated if it had not been for ac- 
tive central bank intervention. 

Thecentral bank had attempted to foil the 
IMF's insistence on a depreciation by propos- 
ing that, as a means of determining whether 
the peso value would be export-competitive, 
its effective exchange rate would be deter- 
mined not by comparison with the curren- 
cies of its main trading partners but with the 
currencies of its competitors, like, Malaysia, 
Indonesia, and Thailand. 

That proposal has since been shelved, 
with the IMF content in its assessment that 
the most important factor now determining: 
the value of the peso will be the foreign loans» 
Manila is seeking from commercial banks. 

The entire IMF programme will dependi 
on whether the Philippines can obtair 
loans of about US$1.6 billion from commer- 
cial bank creditors. Voluntary lending tc 
the country has dried up since 1983. Bus 
Finance Secretary Vicente Jayme reported re 
cently that he and Fernandez would stare 
talks with a 12-bank advisory committee or" 
10 April. 

Without the new loans, which the IMF has 
made a condition for the approval of its owr- 
facility, Manila would not have enough for: 
eign exchange to pay for its imports and for- 
debt-servicing. That would definitely drive 
down the peso's value. » 
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Seoul unveils revised 
Daewoo rescue plan 


Seoul announced a revised plan to bail 
out Daewoo Shipbuilding and Heavy 
Machinery after the group opposed a 
previous rescue package. The plan calls for 
Daewoo to inject Won 400 billion (US$597 
million) into the company. The government 
will inject no new equity, but will lend Won 
150 billion to the company. The government- 
owned Korea Development Bank, which 
owns one-third of the company, will give a 
seven-year grace period on Won 250 billion 
in loans it has extended to the shipbuilder. 
The most controversial part of the plan is a 
new suggestion to merge the shipbuilder 
into Daewoo Heavy Industries, one of five 
companies which has issued a convertible 
bond on the Euromarket. Daewoo Heavy's 
stock plunged after the announcement. 


Indonesia changes oil 

export pricing formula 

> Indonesia plans to change the way it 
prices crude oil exports, according to the 
Minister for Mines and Energy Ginandjar 
Kartasasmita. Indonesia will abandon its 
government selling price system, under 
which it negotiated crude prices with 
importers on a monthly basis, and start 
calculating crude export prices on the basis 
of an average price of five crude oils on the 
international spot market. Indonesia's 
benchmark oil, Minas, will carry the most 
weight in the pricing formula. 


FCT boosts capital 
»with debenture issue 


@ The Industrial Finance Corp. of Thailand 
KIFCT) will increase paid-up capital to the 
sauthorised limit of Baht 2 billion (US$78.6 
wnillion) with Thailand's first issue of 
convertible debentures. The issue, now 
"being negotiated with underwriters, 
lis to be launched before the 26 April 
shareholders’ meeting where IFCT will 
‘submit a plan to boost capital by another 
Baht 2 billion. Foreigners will be allowed to 
subscribe to Baht 130 million of the 
convertibles. 


Wakarta shipping chief 
sacked over losses 
The president of Indonesia's state-run 
shipping company Djakarta Lloyd has been 
"sacked amid reports that the national flag 
'arrier is in severe financial difficulties. 
Jambang Wahyudiono was dismissed after 
Bhe company’s Australian agent, K. Asia 
"acific, filed for bankruptcy, owing US$1.2 
million to Djakarta Lloyd. Sources say 
Jjakarta Lloyd did not have the assets to 
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make up for the non-repayment of the debt. 
Wahyudiono's dismissal and his temporary 
replacement by Sea Communications 
director, J. E. Habbibie, has raised a storm of 
protest at the shipping company. 


India drops ship crew 
curbs after strike 


> An unofficial strike by ships’ officers and 
seamen has forced the Indian Government 
to shelve plans to restrict recruitment by 
foreign shipping companies. The three-day 
strike blocked the ports of Bombay and 
Calcutta and threatened to spill over to 
Indian vessels in foreign ports. The strike 
ended on 27 March after India deferred an 
order subjecting foreign hiring of Indian 
crew to bureaucratic veto. Indian shipping 
lines have complained that foreign 
recruitment of Indian officers is restricting 
fleet expansion plans. 
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Battered Stanchart on 
road to recovery 


»> The Standard Chartered banking group 
made profits of £313 million (US$535 million) 
before tax in the year to 31 December 1988 
against a loss of £250 million in the previous 
year. After being battered by bad debts in 
developing countries and by internal 
problems, Stanchart is now “rebuilding as a 
major multinational banking group,” 
according to its new chairman Rodney 
Galpin. The much improved pre-tax profit 
figure reflects an underlying improvement 
in operating profit plus a sharp reduction in 
the charge for bad and doubtful debts. 


KLSE reprimands Roxy 
over unreported deal 


> The Kuala Lumpur Stock Exchange 
(KLSE) hasissued a public reprimand to Roxy 
Electric Industries for committing three 
breaches of the exchange's listing 
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requirements. The breaches occurred when 
Roxy acquired 13.97 million shares — 
equivalent to 20.58% — in diversified 
mining company Aokam Tin in July and 
August 1987. Roxy failed to announce the 
purchase at the time and only formally 
notified the exchange on 22 August last year 
after the KLSE discovered the existence of the 
transaction. At an average price of M$4.59 
(US$1.67) a share, the Aokam purchase was 
worth 38.7% of Roxy's net tangible assets at 
the time — considerably more than the 25% 
level at which Roxy's shareholders should 
have been asked to approve the deal in an 
extrordinary general meeting. 


Taiwan moves to curb 

rising inflation rate 

> Taiwan's cabinet indicated its 
commitment to curbing inflation on 23 
March when it adopted a broad plan to 
stabilise prices. The measures included 
recommendations to hold money supply 
growth below 20%, speed up the 
privatisation of state enterprises, increase 
channels for foreign investment, reduce the 
trade surplus, and issue construction bonds. 
February's inflation rate was 4.0776, and 
March's rate may hit 5%. Few believe the 
government will be able to hold inflation to 
its target of 3%. Economists said the 
government's plan was too superficial. 


Tokyo funds Afghan 

refugee effort 

> Tokyo is donating US$46.7 million to 
assist the World Food Programme's relief 
operations in Asia and Africa. A major part 
of the contribution, some US$27.3 million, 
will be used to provide food for Afghan 
refugees returning to their home country. 
Japan is also providing US$12.5 million to 
help fund UN efforts to transport Afghan 
refugees in Pakistan border camps back to 
their homeland. 


Hopes rise for end 
to ITC wrangle 


> Three developments have offered hope 
of an end to the long-running wrangle over 
the 1985 collapse of the International Tin 
Council (rrC). In London, the High Court 
ruled that the London Metal Exchange (LME) 
was justified in making a ring out, which 
fixeda price of £6,250 (US$10,757) a tonne for 
tin soon after the failure of the Tc and the fall 
in tin prices. In West Germany, the 
Economics Ministry revealed that brokers 
and bankers suing ITC members for 
repayment of £500 million would accept an 
out-of-court settlement of half this amount. 
Both moves have prompted the LME to 
consider renewing tin trading in April. 
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Effective exchange rates 
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Shares moved slightly lower ahead of the 
financial year-end, with only mutual 
funds as net purchasers. Trading was 
listless for the fourth straight week on 
interest-rate fears. Hitachi Chemical 
closed at ¥2,250 (US$17.05), down ¥170. 
Construction stocks saw selective buying 
with Fujita up ¥140 to 2,160. Turnover 
averaged 789m shares worth ¥1.1t. 


Traders seemed uncertain whether to look 
overseas for a lead or concentrate on local 
situations. Concern focused on interest 
rates and their impact on the property 
market. Bid target Wing On Holdings, 
jumped HK$2.40 (31 US cents) to HK$16.50, 
while Winsor Industrial put on HK$1.30 to 
HK$11.60. Turnover averaged 580.3m 
worth HK$1.44b for the three trading days. 


Very strong volume took share prices 
higher as investors shrugged off falls on 
WallStreet and Tokyo. Property stocks 
were in demand and Singapore Land rose 
505 cents to finish at $10.80 (US$5.56) 
while City Development warrants put on 
9.5S cents to close at 34 s cents. Average 
daily volume was a very high 103.5m 
shares, valued at $$131.9m. 


For the first time in months, investors 
shrugged off the falls on foreign exchanges 
and plunged into the market. Penny 
stocks and speculatives came in for 
attention, with Malaysian Resources 
rising 7.5 M cents to 35 M cents (13 US 
cents). General Corp. put on 14.5 M cents 
to finish at M$1.03. Daily volume averaged 
24.9m shares, valued at M$40.5m. 


The market finished marginally higher 
with institutional buying offsetting 
foreign selling. Options-related activity 
buoyed turnover, which averaged 75.4m 
shares a day worth A$141.2m (US$116.7m). 
Elders IXL closed 17 A cents down at 
A$2.76 after the British decision to block its 
bid for Scottish and Newcastle. BHP rose 20 
A cents to A$7.70. 


In just two-and-a-half trading days, the 
market recovered strongly after the 
mini-budget removed uncertainty over 
tax levels. Debt-burdened Chase Corp., 
which saw the British AFP Group come to 
its rescue, finished at 53 NZ cents (33 US 
cents), up 18 NZ cents. Fletcher Challenge 
gained 4 NZ cents to NZ$5.25. Turnover 
was 19.82m shares valued at NZ$15.55m. 





Composite Index, 884.24 


MJ JASONDJFMA 


Composite Index, 973.09 


1,000 
900 


MJJASONDJFMA 


Weighted Index, 7,382.88 


9,500 





EOS RAS A EPIS APA 
MJIJASONDJIFMA 


Bangkok 


SET Index, 435.01 


MJJASONOJFMA 


Stock Exchange Index, 690.46 
800 


700 
600 
atem 
LOIRE, TUN SUMERET 


300 
MJJASONDJFMA 


Capital Int. World Index, 494.1 
2,800 500 


2.600 Right scale 450 
2,400 400 





1,800 250 
MJJASONDJFMA 


FAR EASTERN ECONOMIC REVIEW 


Sale of a block of Atlas Consolidated 
Mining shares worth P135.5m (Us$6.35m) 
boosted turnover for the three-day trading 
week. There was also renewed interest in 
oils. Daily turnover averaged 2.4b shares 
worth 2143m. Philippine Overseas 
Drilling Corp. shares moved from 20.034 
to P0.039 while Atlas Mining, after the 
block sale, declined to 241.50 from 242.50. 


The market had a choppy week, as 
institutions sold shares to realise gains 
before the 31 Mar. end of their fiscal year. 
The plan to merge Daewoo Shipbuilding 
into Daewoo Heavy also unsettled 
investors. Daewoo Heavy lost 9.4%. 
Machinery shares fell 5.5% and cars lost 
4.3%. Daily volume averaged 17.2m 
shares worth Won 415.6b (US$620.3m). 


Buyers pushed the market up as investors 
looked beyond the cabinet's plan to curb 
inflation. Rumours of further credit- 
tightening triggered late profit-taking. 
Turnover was a record NT$93.6b 
(US$3.43b) on 27 March Average daily 
turnover was NT$61 .26b. Formosan Union 
Chemical rose NT$9.50 to NT$81. Wei 
Chuan Foods rose NT$9.50 to NT$86. 


The SET index remained virtually 
unchanged as the market sank into the 
normally quiet ex-dividend period. Post 
Publishing leaped Baht 178 (Us$6.99) to 
Baht 658 on small volume, as holders 
retained their scrip in anticipation of a new 
rights issue. Thai Wah was up Baht 48 to 
Baht 459. Daily turnover averaged Baht 
599m, on volume of 7m shares. 


The market rebounded in just three days 
of light to moderate trading on speculative 
buying after interest charges on forward- 
traded stocks for the new settlement 
period were set well below expected 
levels. Good corporate results supported 
the rally. Market leader Tisco closed at 

Rs 1,185 (US$76.21), down Rs 15, while 
Hoechst gained Rs 55 to Rs 780. 


Much better news on consumer prices 
applied the brakes to the sharp decline 
that hit Wall Street on the final days of the 
previous trading period, though prices 
continued to slip. However, in very quite 
trading after the Easter holiday, 
programme-driven buying saw the 
market recover some ground. Trading 
volume averaged 111m shares a day. 
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YOUR NEW BASE FOR WORLD MARKETS 


Dubai’s Jebel Ali Free Zone has now made it easy m No personal income taxes 

for international companies to set up trading and = No import duties/export taxes 

industrial bases in the Middle East. 

Corporations such as Black & Decker, Caltex, AK 

McDermott, Mitsubishi Motors, Shell, Sony and m Unlimited cheap energy 

Union Carbide have already taken advantage of these With superb facilities including an extensive 

exciting trade freedoms and benefits unique to Jebel Ali. ^ infrastructure, state-of-the-art communications, 
accommodation, hotels, hospitals, security and every 
o | | modern amenity, this 100 sq. km business opportunity 
m 100% foreign ownership is your new frontier for world markets. 


e Unlimited transfer of profit and capital 
B No corporate taxes for a minimum of 15 years To find out about these freedoms contact: 


Jebel Ali Free 


x 
Zone Authority 
THE PRIDE OF DUBAI 

Marketina Nent Na 07 POA Box 325A Nuhai Tel OR4-5A578 Telex 47398 PA LA FM Fax: NAA-5ANG23 


m No sponsorship restrictions 


Just look at these advantages. 












WHY NOT BEGIN 1989 
WITH ONE OF THE 













ASEST INVESTMENTS / 


YOU ARE LIKELY TO 


, AKE ALL YEAR! 


If you are considering, or are now, investing in one 
or more of Asia's fast paced stockmarkets, a trial 
of ASIAN MARKETS MONITOR may prove to 
be your wisest investment in 1989. As everyone 
knows a major key to successful investing is having 
the right information at the right time, and that's 
what each issue of AMM delivers to its many read- 
ers each and every week. 





A no nonsense, straight from the shoulder weekly 
newsletter AMM will provide you with detailed 
market commentary, objective reports on sectoral 
developments and the reasons behind them, high- 
lights of results of large and medium sized com- 
panies, informed analysis and opinion and much, 
much more. 


Normally available for longer terms for a limited 
time only we are offering a trial to . . . 

ASIAN MARKETS MONITOR so that you can 
discover for yourself how very helpful AMM can 
be to you when it comes to making the right invest- 
ment decisions. 


AMM is written, complied and edited by 
specialists throughout the Asian region and pub- 
lished by a wholly owned subsidiary of Review 
Publishing Company Ltd., publisher of the Far 
Eastern Economic Review, Asia's most authorita- 
tive business/news publication. 


Because we are so confident that once you've 
sampled AMM for yourself, you will discover 
how valuable it can be to you in making invest- 
ment decisions, we are offering a 13 issue 
trial-period for only US$150. That amounts to 
US$11.54 per week, less than the price of a moder- 
ate lunch. 


Why not begin 1989 with your best investment foot 
forward by placing your trial order to AMM today. 
We firmly believe that you will begin benefitting 
from the very first issue. 











en 


If for any reason after ordering AMM you wish to 
stop your trial subscription, you may do so at any 
time and receive a full refund of the unused por- 
tion of your payment. 


Order now while you are thinking about it and 
start receiving the kind of timely news and infor- 
mation you need to have about the Hong Kong, 
Singapore, Malaysian, Philippine, Thai and Ko- 
rean stockmarkets. You have everything to gain 
and nothing to lose. 


To order simply complete the coupon and send it 
along with the appropriate payment or completed 
charge card information. 


ee ee 
To: Publications Div., Dept. AMM, Review Publishing li 


Company, Ltd., GPO Box 160, Hong Kong. 


| O Yes! Please enter my 13 issue trial order to Asian Markets 
Monitor immediately so that I can begin to benefit from the 
investment intelligence I will receive each week. 13 issues — 
US$150/£91/HK$1,170. 


O I perfer to order for 52 issues — US$599/£363/HK $4,670. 


You may forward equivalent payment in any convertible cur- 
rency. 
O Ienclose- Lin payment thereof (cheque payable to 
Review Publishing Company Ltd.) Or, please charge my 

credit card (tick one): 


C) American Express O Diners Club 
C] MasterCard O Visa 


Exp. Date 








(please print in block letters) 
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| A wholly owned subsidiary of Dow Jones & Co. Inc. 
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LASSIFIED ADVERTISEMENTS 


THE KENNEDY-WILSON/ 
NORTHWEST SPRING ‘89 


AUCTION 


76 COMMERCIAL, 
INDUSTRIAL, TIMBER, 
ANCH AND RESIDENTIAL 
EVELOPMENT PROPERTIES 


OREGON, WASHINGTON, 
IDAHO & NORTHERN 
CALIFORNIA 


A true bargain opportunity to 
acquire premium properties at 
ibstantial savings. Included are: 


34 timber and timber resource 
parcels with over 75,000 MBF 
of merchantable conifer 
and hardwoods. 


15 commercial and 
industrial properties. 


15 residential 
development parcels. 


MANY PROPERTIES 
OFFERED WITH 
EXCELLENT FINANCING 


ROKER COOPERATION 
INVITED 


*O OBTAIN THE AUCTION 
CATALOG CALL 
(505) 228-5248 
FAX (505) 242-1814 


KENNEDY-WILSON/ 
NORTHWEST, BROKER 
PORTLAND, OREGON & 
SEATTLE, WASHINGTON 


WEALDEN HOUSE 
FREE RELOCATION SERVICE 
For properties in the U.K. We have a 
comprehensive portfolio of properties 
throughout the U.K. Full property man- 


agement services also available. 
Birdbrook, Stonegate, Wadhurst, East 
Sussex, England. TN57EU 

Tel: 0435 883517, Fax: 0892 515789, 
Telex: 9312102325 TWG 





















Publication 





SELLING ELECTRONIC 
DEVICES IN THE USA . . .? 


Computers, peripherals, re- 
ceivers, transmitters, RF de- 
vices? Electronic Equipment 
Authorization is practical guide 
to FCC authorization process 
for manufacturers & importers, 
by US attorney. Includes new 
labeling rules effective Feb. 
1989, tips for avoiding delay. 
US$240 (add $10 for air mail). 
Order today from: BURNING 
TREE, INC., 1718 Corcoran St. 
NW 44, Washington DC 20009, 
USA; Fax: 202-483-0952 


Personal 


LON DON 
ACCOMMODATION 
Discover the advantages of a luxury 
serviced apartment over a hotel 
room — Send for details. . . 
SOUTH KENSINGTON APARTMENTS 
99, Queen's Gate, London SW7 5AB, 
Tel: 01-244 6966 Fax: 01-244 8214 
Telex: 27322 















English Independent Schools offer First Class Educational and Social Advantages 


Sherborne School Study Centre provides 
Specialist Preparation for Admission to Good Schools 


The 'Bridge' to the Best in English Education 


Details from: 
Sherborne School Study Centre, Greenhill House, Sherborne, Dorset, UK 


Tel: 0935 814743 


Readers are recommended 


to make appropriate enquiries and take appropriate advice before send- 
ing any money, incurring any expense or entering into a binding commit- 
ment in relation to an advertisement. The Far Eastern Economic Review 
sshall not be liable to any person for loss or damage incurred or suffered 
vas a result of his/her accepting or offering to accept an invitation con- 
“tained in any advertisement published in the Review. 


EDUCATION TA ENGLAND 


Send your son to School in England 





Richard Ellis 
FOR SALE BY AUCTION. 





Lot 24 German Church fic Road, Redland Bay 


LOWE'S PLANT NURSERY 


Brisbane, Australia 


This ultra modern wholesale This rare and unique business 
nursery, potentially the largest in opportunity offers generous tax 
the southern hemisphere, is seton advantages and is close to the 
107.7 lush fertile acres. Situated tourism centres of Sanctuary Cove 
approx 31 radial kilometres from and Surfers Paradise. 


the Brisbane G.P.O. in the Shire of z . 
Redlands which enjoys one of Qld's To be Auctioned on site 
highest population growth areas. 11:30amThurs 20th April, 1989 
Featuring the latest technolo 
in nursery production, the bris d RICHARD ELLIS — 123 Eagle St, 
Brisbane. Q. 4000. Australia. 


includes: Numerous shade houses; 
Climate control sheds; Propagation Tony Ugrinic Ph. 617 833 9833 
shed; Workshop; Despatch; Office A/H Ph. 617 399 9704 
block ; 5 dams holding approx 30 Fax 617 832 1326 
me n3 2 spacious modern RAY WHITE 
residences; 3 phase power and 4 Lm 

| indies : Acacia Ridge Ph. 617 277 1577 

umping stations; Full inventory of 
vac cabo Da aie e e da A/H Danny Whyteross 
Ph. 617 299 6153 


machinery and equipment. 
Appointment 











ASEAN 
CONSULTANTS 


The Canada-Asean Centre (CAC) is presently 
soliciting letters of interest to register with CAC from 
firms or individual consultants with expertise in Third 
World Development specifically in the areas of 
Human Resource Development, Education and 
Training. 


Consultants must be either firms owned by ASEAN 
nationals or Canadian firms established in the 
ASEAN region. 


Apply with C.V. and letter of interest (5 pages 
maximum) outlining experience in project planning, 
management, monitoring and evaluation, and also 
include consultancy fees expected to: 


Professional Services 
Canada-Asean Centre 
Robinson Road P.O. Box 845 
Singapore 9016 


All letters will be treated confidentially. 
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Travails of a campaigner 


Political activist Chen Jun, 31, has submitted 
a detailed report on China's political prison- 
ers to the National People's Congress (NPC), 
which began on 20 March. It is part of this 
little-known intellectual's uphill campaign 
for the release of jailed dissidents, including 
Wei Jingsheng. 

Chen, a philosophy graduate of Shang- 
,haís Fudan Univer- 
? sity, became the focus 
*of media attention a 

month ago when he 
turned a signature 
campaign for Wei's re- 
lease into a human- 
rights movement, 
Amnesty '89. From his 
small office in a Peking 
hotel, the frail-looking 
but determined Chen 
sent out questionnaires and petitions to 
Chinese organisations calling for support. 
For a short while, Chen's bar, the JJ Bar, in 
the heart of Peking, was a meeting place for 
dissident intellectuals. 

He has fallen far short of his target of 
10,000 signatures for submission to the NPC, 
managing to collect only 200 from local 
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ren. With his 14-year-old daughter at board- 
ing school in England, he and his wife Chris- 
tine have adopted another child. A keen 
scuba diver, he bought the Bandos resort in 
Maldives to pursue his hobby. 


High-flier in tailspin 

By a cruel twist of political fate, Australia's 
youngest ever minister, Gary Punch, 31, 
may soon become a fallen political star fol- 
lowing the long-awaited and hotly contested 
cabinet decision to approve a third runway at 
the congested Sydney airport. 

Elected to parliament in 1983 at 25, Punch 
became a minister at 30. An attractive wife 
and two young children completed the 
image for an ambitious man aiming at the 
top. But a minor reshuffle last year moved 
him from the Arts and Territories Ministry to 
be junior minister for aviation support. His 
very marginal seat (he edged out his nearest 


Such an outcome might well suit Krishan 
Kumar Modi (KK), 49, head of the family fac- 
tion comprising the five sons of founder 
Gujarmal Modi. The reason is that, in the 
final carve-up, Modipon — one of the fam- 
ily's best-performing cash cows — fell to the 
rival faction, headed by Mahendra Kumar 
Modi (MK) 44. 

MK and the two other sons of Gujarmal's 
half-brother, Kedar Nath, wound up with a 
surprisingly generous 40% share of the total 
group assets thanks to their carefully culti- 
vated relations with New Delhi's all-impor- 
tant bureaucracy. KK, though, has just as 
carefully cultivated his overseas relation- 
ships, and few would be surprised to see his 
faction exact an offshore vengeance. 

Nor does the Modi soap opera end there. 
Friction is reportedly building between KK 
and his younger siblings over the disposition 
of the assets that remain to their faction. And 
the heirs of Gujarmals two other half- 
brothers are mooting court action on the 
grounds that they were left out of the settle- 
ment altogether. 


Coup leader back in favour 
Former coup leader Col Manoon Roop- 


kachorn, 54, now a director of Thailand'se 
Forestry Industry Organisation, is poised tor 
embark on a new political career after a four- 

year hiatus. Manoon's rehabilitation was 


Chinese, though thousands came from sup- 
porters in Hongkong, Taiwan, the US and 
elsewhere. His activities have made him a 
target for official denouncements and 


harassment by security officials. 

Chen denied having any links with the 
US-based Chinese dissident group Demo- 
cratic Alliance, which Peking regards as sub- 
versive and anti-revolutionary. Married to a 
British national, he has spent many years 
overseas. 


Tycoon is here to stay 
For a long time, Singaporean property ty- 
coon Ong Beng Seng, 42, was known only as 
the owner of the Singapore Hilton. But in the 
past two years the reclusive Ong has gone on 
a hotel buying spree and has emerged as one 
of the largest hotel owners in Singapore with 
hotels in three continents and the Maldives. 

He owns the Vista hotel in New York and 
the Four Seasons hotels in Washington 
(where Singapore Prime Minister Lee Kuan 
Yew stays when visiting) and Montreal, and 
the Inn on the Park in London. In March, 
Bond Corp. announced that it was Ong who 
had bought the Sydney Hilton from the com- 
pany for A$300 million (US$247 million) last 
year. In Singapore, Ong and his father-in- 
law Peter Fu also own the Hotel Meridian 
and the Glass Hotel. (Fu controls Kuo Oil, 
one of the region's biggest oil trading com- 
panies.) 

Ong, who is famous for turning up for 
board meetings in slippers, dotes on child- 
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'Know the feeling.' 


opponent by just 1.1%) happens to border 
Sydney airport. 

Since taking the new job Punch has 
thrown his weight behind his.constituents’ 
battle against an airport extension. But de- 
spite a strong lobby by Sydney MPsand their 
supporters, Prime Minister Bob Hawke was 
finally convinced that the good of the tourist 
industry was more important. 

Punch, who has made few friends over 
his stand, must now be considered a prime 
candidate for another record — youngest ex- 
minister in Australia. 


India's family at war 

A formal division of corporate assets by 
India's feuding Modi family may not, after 
all, put an end to the self-destructive bicker- 
ing of its second-generation scions, as hoped 
by the government-run financial institutions 
that forced the recent settlement. The next 
chapter could be the sale by US textile giant 
Rohm and Haas of the 40% foreign stake in 
Modipon, the Modis' synthetic fibre ven- 
ture. That could open up the door for a 
takeover bid by Non-Resident Indian raid- 
ers. 
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completed recently when he was a member 
of an official delegation to the US led by 







former comrade in arms, San 
Kachornprasart, a retired army colonel an 
now Thai agriculture minister. 


The former tank unit commander and his 
wife spent more than three years in exile im 
Dusseldorf, West Germany, where they 
owned a Thai restaurant, after he was strip- 
ped of his rank of colonel for his part in twc 
coup attempts (in 1981 and 1985) in Bangkok. 
The US had refused 
him asylum in 1985 
and subsequently ban- 7] 
ned him on the $ 
grounds that he had — 
led a violent move to 
overthrow a govern- 
ment. M 

In late 1988, short- ^ 
ly after  Chatichai / 
Choonhavan became 
prime minister, Man- 
oon was pardoned and allowed to return tc 
Bangkok. His rank of colonel was sub- 
sequently restored. Friends of the two for- 
eign journalists killed in Manoon's 1985 cour 
attempt were not amused when Manoor 
was quoted from his West German exile as 
saying he wanted “bygones to be bygones,’ 
and they did not welcome the news that he 
was now allowed into the US. ~ 
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Over 1,300 offices in more than 
50 countries. And what's right for 
San Francisco might be wrong for 
Sydney. That's why each office of 
tthe HongkongBank group has to 
mmake fast decisions, worldwide. 


To arrive at those decisions, each 
office has access to the information 
it needs through our Global Data 
Network and advanced 
telecommunications systems. 


Our clients also have the benefit of 
instant information, through 
Hexagon, our global electronic 
banking system. 


For more information, contact 
your nearest office of the 
HongkongBank group. 

The reach of a worldwide bank, 
with the local flexibility to make 
fast decisions. That's our strength. 





HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel ° CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 30 JUNE 1988 
EXCEED US$113 BILLION. 
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eode it may take merchant banking 


to solve the most intricate problems. 


Few things are more complex than corporate finance today. 

The way you borrow in London may affect the way you 
manage cash here at home. 

Choosing between debt and equity financing can involve 
dozens of variables— all interlocked. 

Complicated puzzles like these often yield most readily to 
merchant banking. As practiced by Bankers Trust. 

Because of our wide array of financial services. 

And because of the multi-level, multi-service relationships 
that have sprung up between us and our corporate clients. 

The advantages of such broad and deep relationships are 
clear. By being involved in, and familiar with, many areas of your 
business, we can quickly sort out useful solutions from those which 
do not fit your overall financial picture. 

When problems were less intricate, conventional banking 
could solve them. Today, it's most often merchant banking that 


provides the perfect fit. 


ABankers Trust Company 


Because today isn't yesterday. 
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"Room 501 at The Seoul Plaza Hotel 


When Mr. Hubert is town, his friends know where to contact him. 


Things have changed since Mr. Hubert was first booked into the 
Plaza by a Korean friend seven years ago. New buildings have 
sprung up across the skyline. New cars cruise the city streets. 
Even the Plaza itself has changed, with new decor, new 
restaurants and new modern business facilities. 

Ah, and new hotels have been built too. Why then does Mr. 
Hubert return time and again to us? 





"It is, you might say, a sense of refinement, something abstract ... 
something to do with... the people and the place. The Plaza may 
no longer be Seoul's most famous hotel, but it is eminently com- 
fortable and superbly staffed. It is, to be frank, everything | 
need." And that is enough praise for us. The Seoul Plaza Hotel. 
Like staying with friends. 


23-2Ka Taipyung ro Chung ku Seoul 100-102 Korea 
Tel 771-22 Cable PLAZAHL SEOUL 
Telex K26215 or K24424 Fax (02)756-3610 


For Information and guaranteed reservations: 
& SEOUL PLAZA Tokyo Office: Tel (03) 212-0234 Tix. 2222876 GBC JAP J. Fax. (03) 212-2369 I Supranational Hotel Reservations 
Dusseldorf: Tel, (0211) 35-04-16 London: Tel. (01) 937-8033 & Prince Hotels inc. Tokyo: Tel. (03) 209-8686 Paris: Tel. (1) 45-79-92-30 m 
Loews Representation international Call Toil Free 800-223-0888/North U.S.A./Canada Call Toll Free 800-522-5455/New York State 

m Delton Reservations Bangkok: Tel. 251-0806 Hong Kong: Tel. 5-216-473 Taipei: Tel. 564-2734 
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LETTERS TO THE EDITOR 


Make 'em cheap, make 'em light 

With much interest I read Michael Vatikiotis’ 
Indonesian film fare [ARTS AND SOCIETY, 9 
Mar.], which highlighted recent develop- 
ments in that country's film industry and the 
recurrent dilemmas being faced by produc- 
ers and directors of serious films. 

At present, most of the so-called commer- 
cial films are being made with a budget of 
US$125-250,000, and producers would be 
more than happy with a 50% return. At least 
that was theimpression this writer was given 
in talking to three producers who together 
have turned out more than 20 feature films. 

So, in a way, Indonesia is still awaiting 
the coming of a movie mogul or the appear- 
ance of a giant studio in the Hollywood 
tradition, though the proprietor of Inter 
Pratama Studio tried hard to be a major film 
producer before his untimely death several 
years ago. 

Serious films, usually do not fare too well 
at the box office; for example, Tukang Becak 
(Pedicab Driver) and November 1828, two 
award-winning films directed by the emi- 
nent Teguh Karya (Steve Liem), did not 
make much money. 

Eros Djarot really had a stroke of luck in 
directing a film on an interesting historical 


figure, Tjoet Nia Dhien, the wife of Teuku 
(Prince) Umar. Actually, in the past few 
years a number of directors and producers 
have been interested in making a major 
movie on the Teuku, an upright and 
staunchly anti-Dutch hero known through- 
out Indonesia. 

Vatikiotis was correct in characterising 
Indonesia's cinema audience as being 
heterogeneous. On behalf of two movie 
companies, in the early 1980s this writer tried 
to look for the so-called "target audience" by 
perusing vast arrays of statistics of box-office 
records. Aside from big city/small town/rural 
area cleavages, there are noticeable differ- 
ences along racial/ethnic, religious and re- 
gional lines, and between the levels of educa- 
tion. Understandably, movie producers are 
trying to cast the net as wide as possible. 

The majority of the movie-goers in In- 
donesia, as lobule, are aged 15-34. That 
Indonesian audiences “do not want any- 
thing more than to be entertained” could 
best be substantiated by the vast success of 
musical superstar Rhoma Irama’s more than 
20 films produced over the past 15 years by 
P. T. Naviri Film Production and P. T. Soneta 
Corp. 


Singapore J. K. L. GUJAUYU 


The hidden manipulator 

I was surprised to read R. K. Dhawan’s ini- 
tials as “R. D.” in PUBLIC EYE [16 Mar.]. 
Perhaps this shows just how ill-informed the 
foreign press is about the inner power-brok- 
ers in India; Dhawan did, after all, help form 
the dictatorial policies of the Congress party 
which was to bring about its downfall at the 


polls. 
New Delhi ADITYA KUMAR TRIVEDI 
Peking and the Panchen 


Your report on the death of the 7th Panchen 
Lama [9 Feb.] states that Tibetans fear Peking 
will create difficulty in the selection of the 
next Panchen and that the regime might 
even ban the religious post entirely. Such a 
situation would be similar to the problem 
surrounding the succession of the Bogdo 
Gegen of Mongolia 65 years ago. 

The Bogdo Gegen (also called the Jebtsun- 
damba Khutukhtu or the “Living Buddha of 
Urga") was the highest incarnate lama in the 
Mongolian branch of Tibetan Buddhism. 
The 8th Bogdo sat on the throne of an au- 
tonomous, and in later years, independent 
Outer Mongolia from 1911 until 1924. 

After the 8th Bogdo’s death, the new 
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communist regime in Ulan Bator did not per- 
mit a successor to be found. However, a 9th 
incarnation was discovered in Tibet during 
the period of the Regent Rading (1912-47) but 
was never officially recognised. That incar- 
nate lama is still alive and resides in one of the 
Tibetan settlements in India. Given this his- 
torical precedent, in the event Peking pro- 
hibits a successor to the 7th Panchen Lama, it 
would not be surprising if the next Panchen 
is discovered in the large community of 
Tibetans exiled in India. 
New York 
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BRADFORD TREBACH 


Pyongyang as blinkered as ever 

Adrian Buzo's A cry from the heart [THE 5TH 
COLUMN, 16 Mar.] gives cold comfort to those 
Korea-watchers who calibrate every turn of 
the notch in Pyongyang’s affairs of state in 
the hope that at long last liberalising tenden- 
cies are taking root. In fact, they are not. 

The heavy hand of Kimilsungism may, 
like the biblical injunction on sin, pass on to 
the third generation. A glance at recent his- 

tory clearly underscores the fact that Kim Il 
, Sung succeeded in hanging on to the reins of 
_ power because of superior and forceful or- 
 ganising abilities which his rivals lacked. 

Over the course of almost half a century 
these have been so refined that when the 
marshal passes from the scene, his son will 
have little or no trouble in perpetuating a sys- 
- tem which firmly keeps the lid on centuries- 
old, factious internal politics, no matter what 
ideological label they wear. 

It does not pay, I agree, to speculate as to 

_ which model North Korea will follow when 
change does come. But in the longer view, 
which is another way of saying that every- 
thing changes with time, Pyongyang may 
very likely go the way of Ceausescu's 
Romania. It is locked into a course in which 
there is little room for manoeuvre. As to its 
relations with Seoul, it offers nothing more 
than old proposals. 

With this in mind, Buzo'scride coeuris all 
the more troubling. 
New York 
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JACQUES CAMBRIA 


- Abuses in Son Sann’s camps 

.. Amnesty International has published a new 
"report on the human-rights -situation in 
Cambodia. The main focus has once again 
. been on abuses committed by the People's 
-Republic of Kampuchea (PRK). In this con- 
. text, it is interesting to note that during a 
_ meeting I had with Son Sann of the Khmer 
- People’s National Liberation Front (KPNLF) 
on 4 Marchin Bangkok, he raised the issue of 
human rights, not only in PRK-controlled 
- areas, but also in the camps controlled by his 
own organisation. 

Son Sann expressed his concern about 
|. the abuses of human rights that have re- 
.peatedly occurred in the KPNLF camps. 
en he informed me that he has 





several times urged human-rights organisa- 
tions to investigate the situation in KPNLF- 
controlled camps, but they have so far failed 


to respond. RAMSES AMER 
Uppsala, Department of Peace and Conflict 
Sweden Research, Uppsala University 
Exonerating the emperor 


Congratulations on the excellent report of 
Hirohito’s funeral [Arguing to the end, 9 
Mar.]. During the 1946-48 Tokyo war crimes 
trial of 28 Japanese leaders, then US presi- 
dent Truman ordered me to uncover and dis- 
close the facts of Hirohito's wartime role so 
that he would not later be tried and executed, 
and thus plunge Japan into chaos, to the de- 
triment of the free world. 

This latest controversy and the furore 
over Prime Minister Noboru Takeshita’s 
statement in parliament that it will be “ up to 
historians” to decide whether Japan commit- 
ted aggression during World War II, which 
the Chinese made him retract, were as 
beyond Hirohito's control in death, as all the 
Japanese military actions, starting with the 
invasion and occupation of Manchuria in 
1931, were beyond his control in life. 

The 11 victorious allied powers decided 
not to try Hirohito along with the other 28 Ja- 
panese leaders, but to try him later and, 
based on the evidence they expected would 
be produced at the first trial, execute him. 

The facts about Hirohito's wartime role 
were revealed and when the trial ended in 
1948, nota single allied power suggested that 
Hirohito be put on trial. 

New York ARISTIDES GEORGE LAZARUS 


Day venerated by millions 
Derek Davies’ TRAVELLER'STALES [30 Mar.] on 
Bangladesh read somewhat like a blind 
man's description of the elephant. His ac- 
count of the supposed schizophrenic atti- 
tude of Bangladeshis towards Language 
; Day is far from the story. This special 
day (21 February) is venerated by millions in 
Bangladesh and it matters little if a handful of 
irreverent people chose it for their picnic. 
Nor is booze a part of life in Bangladesh. 
People ignore those who drink alcohol be- 
cause it is pointless to turn one’s attention to 
a few yuppies with unearned income, 
populating the decadent watering holes left 


by the British Raj. 
apis MANZUR MURSHED 
Appeal on behalf of Nair 


We are appealing for financial contributions 
for the legal defence of C. V. Devan Nair, 
former president of Singapore, and one of 
the founders and builders of modern Singa- 
re. 
e Nair was recently subject to a political 
maelstrom in Singapore. In 1987, he had 
been outspoken in his criticism of the style 
and conduct of the government. In particu- 
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lar, he had issued statements challenging the 
justice and validity of recent arrests and | 
detentions without trial. This culminated in. 
the publication, in June 1988, of a govern- => 
ment white paper which was viewed by sev- 
eral political observers, and by Nair himself, = 
as an attempt to discredit his personal integ- ^. 
rity. A libel suit was also filed against himby = 
Prime Minister Lee Kuan Yew alleging defa- 
mation, which he denies. E 
We are concerned with the heavy costsof 
defending the libel suit, first in Singapore 
and possibly before the Privy Councilin Lon- 
don. Despite along and distinguished career .— 
of public service, Nair enjoys no retirement 
benefits. The Singapore Government had 
made the granting of a pension subject to... 
humiliating conditions — which he rejected 
— and he is without the financial means to`- 
defend himself adequately in the law courts. —.— 
To ensure justice and fair play for a person 
who is widely acknowledged to have made 
distinguished contributions both to his own — 
nation and to the cause of the free labour - 
movement at home and abroad, we are seek- _ 
ing to raise funds to help Nair meet the legal - 
costs he will incur. E 
We make it clear that we are not moti- =~ 
vated by political considerations of any kind. 
We are moved solely by friendship and E l 
pathy for Nair. 
In the name of goodwill and justice, we - 
ask all readers of this appeal for generous. 
support. Any request for anonymity will be - 
respected. Kindly send your contribution to ` 
the Secretary, Devan Nair Legal Defence . 
Fund, Kraatveldstraat 133/Box 51, 1, 120 
Brussels, or to account number 430-0: 
79 with the Kredietbank, Brussels. 


THOMAS W. BINFORD, management consultant, US; 
JOE MORRIS, former president, Canadian Labour Con: . 
gress; V. M. TARKUNDE, former judge, Supreme Court - 
of India; V. R. KRISHNA IYER, former judge, Supreme © 
Court of India; LORD LIONEL MURRAY, former general - 
secretary, TUC, Britain; PHILIP WEST, University of 
Montana, US; KANTI MEHTA, former general secretary, ` 
Indian National TUC; TUNKU ABDUL BARMAN, = 
former prime minister, Malaysia. E 































Rushdie is no Hitler a 
In response to S. K. Islamabadi’s letter = 
Rushdie the brown sahib [30 Mar.], I re < 
member wandering through the Chittagong ._ 

marketplace where I stumbled ona street sel- 
ler hawking translations of Hitlers Mem. > 
Kampf. Salman Rushdie, to the best of my 
knowledge, never advocated murder, let- 
alone genocide. I suggest that Islamabadi 
sweep his own back yard. | 


Manila KIM GORDON-BATES | 





Correction 

While Hoare Govett has ceased dealing in 

Japanese equities (REVIEW, 2 Mar.), its 

es operation continues to trade in British 
and non-Japanese Asian equities, US Treasury 

bonds, risk-management products and Sorores 

finance. 
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After five years of 
difficult 
convalescence, 
Southeast Asia's 
largest lender, 
Bangkok Bank, is 
once again 
competing 
aggressively. 
Having weathered 
m—— M problem loans and 
redirected its strategy to concentrate on 
Thailand's booming domestic economy, 
the bank claims to have a bright future. It is 
putting greater emphasis on project 
lending; expanding its credit card 
operations; and setting up a private 
banking department for wealthy Thais 
Bangkok correspondent Paul Handley and 
finance correspondent Jonathan Friedland 
analyse the bank's prospects under the 
leadership of Chatri Sophonpanich. They 
also look at the Sophonpanich family’s 
extensive but intricate business holdings 
and at Bangkok Bank's extensive 
international branch network, which is 
now being refocused, rationalised and 
overhauled. 52 
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Regional Affairs 


Japan: Politics 

The bribery scandal dragging down the 
ruling LDP gives the four non-communist 
opposition parties their best chance in 
decades of seizing power 10 
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Planning a Comeback 

Burma's National Unity Party, formerly the 
military-backed ruling Burma Socialist 
Programme Party, is quietly striving both to 
win next year’s elections and regain power, 
and to play a dominantrole in the country’s 
economic life. It plans to draw upon the 
over 8,000 party employees made 
redundant when the military took power in 
September 1988, to set up a national 
network of “election victory committees” at 
the state, division, township, village and 
even street level. It also is getting ready to 
set up businesses in the banking, shipping, 
transport, hotel, and publishing fields, 
with some foreign participation. 
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Malaysia: New Alliance 

Prime Minister Mahathir's chief rival, 
Tunku Razaleigh, makes an electoral pact 
with the Islamic Pas 11 


Korea : Reunification 

A South Korean dissident leader’s trip to 
Pyongyang enrages the government in 
Seoul and raises eyebrows even among the 
South’s opposition parties 12 


South Korea: Labour 

The Hyundai Heavy Industries dispute 
becomes a test of the government's 
patience in dealing with labour unrest 13 


Burma: Dissent 
Anti-government street protests start 
again 19 


Philippines : Military 

The marines, the military's most 
professional soldiers, are faced with the 
task of winning the hearts and minds of 
communist sympathisers 20 


Bending to Khomeini 


South Koreais setto upgrade its diplomatic 
relations with Iran to ambassadorial level, a 
move which it hopes will boost prospects 
for winning construction contracts in the 
aftermath of the Gulf War. Britain had let it 
be known that now would not be the 
appropriate time to elevate the ties, given 
the furore over the Ayatollah Khomeini's 
death threat against author Salman 
Rushdie. However, South Korea has gone 
to great lengths to avoid offending Iran; a 
local publisher who had planned to 

issue a translation of Rushdie's book The 
Satanic Verses was advised to drop the 
project. 


Spiritual Support 

On 13 March, some 1,000 students in 
Rangoon observed the first death 
anniversary of engineering student, 
Hpone Maw, who was killed in a clash 
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Afghanistan : Soviet Union 

A Moscow analyst believes it is too late for 
national reconciliation under Kabul's 
President Najibullah 21 


Thailand: Political Reform 
Parliament's upper house is ripe for 
restructuring as many appointed senators 
prepare to step down 22 


New Caledonia: Elections 

Recent local elections do not radically alter 
the balance between opposing political 
groups 23 

China : Human Rights 

Officials in Tianjin confiscate a petition 
calling for the release of political prisoners 
carried by a delegation from Hongkong 25 


Foreign Relations : Labour 

More than 10,000 illegal Thai workers flee 
Singapore just before new laws introducing 
harsh penalties come into force 28 


Security : Regional Links 

Singapore overcomes lingering suspicions 
of its ethnic Malay neighbours and 
improves military ties with Indonesia and 
Malaysia 29 


Malaysia : Royal Snub 

The Kelantan chief minister's job may be in 
jeopardy after a fresh show of disapproval 
from the palace 30 


Japan: Foreign Relations 

Tokyo takes a softer line towards 
Pyongyang in the hope of a major 
breakthrough in Japan-North Korean 
relations 30 


between students and security police. 
Buddhist monks were fed and offered 
alms, but contrary to the usual practice, 
they were not asked to perform the libation 
ritual to liberate Hpone Maw's "spirit" and 
let him pass on to a higher plane of 
existence. The explanation given was that 
the student was still needed in his "spirit" 
form so that he can help his comrades in 
the human world in their continuing fight 
for democracy. 


Stemming the Flood 


At the forthcoming industrial nations’ 
summit in Paris in July, France plans to take 
the lead in sponsoring an ambitious 
flood-control and irrigation project for 
Bangladesh. President Francois 
Mitterrand’s political adviser Jacques Attali 
visited Washington to discuss the idea with 
the White House National Security Adviser 
Brent Scowcroft and also with senior World 
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North Korea: Cold War Echoes 

Kim Il Sung hopes to turn the World 
Festival of Youth in Pyongyang into an 
old-style attack on imperialism 31 


Laos : Elections 

The first national elections since the 
communist takeover are aimed more at 
improving the country's image than 
offering the people a meaningful political 
exercise 32 


Defence : Second Thoughts 

Tokyo cries foul as the US takes a second 
look at its agreement to develop jointly the 
FSX fighter withJapan 32 


Vietnam: Politics 

Vietnam's sixth party plenum calls for 
accelerated economic reforms but rejects 
changes in the political system 34 


Arts and Society 


Malaysia : Popular Music 

Kuala Lumpur's version of punk rockers 
search for their own style and an escape 
from the strictures of Islamic 
fundamentalism 36 


Letter from the Goto Islands 
A younger generation of Japanese islanders 
heeds the call of the city 38 


Business Affairs 


Japan : Economy 

A spring wage offensive by Japan’s union 
federations gathers strength, heightening 
inflationary fears 44 


Bank officials. In view of their massive 
budget deficit problem the Americans are 
“cautiously supportive” of the project. 


The Agricultural Axe 
Chinese State 
Councillor Chen 
Junsheng, 62, has 
been tipped to replace 
He Kang as China’s 
minister of agriculture. 
Xinhua newsagency 
cited reasons of 
“health and old age” 
when Chen stepped 
down from his 
position as secretary-general of the State 
Council last December. But China faces 
mounting problems in agriculture as the 
current grain shortage is expected to lead to 
serious meat shortages later this year. 
While He Kang is regarded as articulate and 






N y AN | 
\ -— 


ar m 


Chen. 


13 APRIL 1989 


3HOOHBIHS LLOITI3 1v d 


Asia: Industry 

Regional producers of chlorofluorocarbons 
face a dilemma as concern over the effect on 
the earth’s ozone layer mounts 45 


India : Commodities 
A British businessman seeks control of a 
loss-making jute group 46 


Malaysia : Stockmarkets 

Kuala Lumpur speeds up the introduction 
of its computerised trading system in a bid 
to stem the loss of business to 

Singapore 47 


Japan: Investment 
Tasty tax incentives lure Tokyo's fund 
managers to Singapore 48 


Indonesia: Industry 
Jakarta's ban on exports of raw rattan 
comes under fire 50 


Companies: Al-Fayed affair 

The Egyptian-born Al-Fayed brothers 
probably used their association with the 
Sultan of Brunei in order to take over the 
House of Fraser stores group in 1985, saysa 
British Government report 64 


Taiwan: Policies 
The central bank squeezes money supply 
growth in a bid to limit inflation 65 


Malaysia: Companies 

Singapore's United Industrial Corp. buys a 
20% stake in Malaysia's fifth-biggest 

bank 66 


Hongkong : Companies 
Investors snub the Lau brothers 66 


well-liked, Chen is seen as someone who 
knows how to get things done. A former 
Heilongjiang party leader, Chen was 
vice-chairman of the All-China Federation 
of Labour Unions and deputy director of 
the party’s Rural Policy Research Centre 
before his State Council appointment in 
1985. He concurrently served as secretary 
of the party committee for central state 
organs and head of the State Council’s 
leading group for economic development 
of poverty-stricken areas. 


The Radical's Return 


Chandrika Kumaranatunge, younger 
daughter of Sri Lanka's former prime 
minister Sirima Bandaranaike, may be the 
United Socialist Alliance nominee to an 
opposition parliamentary seat vacated by 
the death of veteran leftist Colvin R. de 
Silva. Three constituents of the alliance, 
including the Sri Lanka Mahajana Party of 
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which sheis president, are interested in the 
vacant seat, to be filled by nomination. 
Chandrika, a Sorbonne-educated radical 
once considered a possible presidential 
candidate following the assassination in 
February 1988 of her film star husband 
Vijaya Kumaranatunge, has been living in 
London with her two children since the 
killing. 

Tibetan Toll 

The more than 360 persons arrested in Tibet 
since riots in early March include some of 
the 1,700 ethnic Tibetans who are 
government officials and party members, 
as well as alleged rioters. Government- 
controlled local press and radio have 
recently denounced "slanders" and 
"rumours" accusing armed police and 
soldiers of "beating, smashing, looting 
and burning the common people" in 
Tibet. 
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JAPAN 


The opposition must move fast to grab power from LDP 


Seize the moment 





By Charles Smith in Tokyo 
he ruling Liberal Democratic 
Party's (LDP) plunge into disgrace 
as a result of the Recruit bribery af- 
fair has given Japan's four non- 
communist opposition parties their best 
chance in decades of seizing power. 

But the four parties may be in the process 
of muffing their opportunity. While all four 
admit that it is vitally important to agree on a 
series of common policies and a common 
campaign strategy in advance of mid-year 
upper house election, only the Japan 
Socialist Party (JSP) — biggest but, ironically, 
the least well organised of the four — seems 
to think this is possible. 

Spokesmen for the three other parties — 
the middle of the road Democratic Socialist 
Party (DsP), the Buddhist-oriented Komei 
Party and the tiny United Social Democratic 
Party (USDP) — all agree the JSP is too proud 
and too out of touch with reality to be an easy 
coalition partner. 

Satsuki Eda, leader of USDP, asserts that 
the JsP will “have to change" if there is to be 
any chance of the four opposition groups 
working together at the upper house elec- 
tion, or the far more important lower house 
contest due before the middle of 1990, when 
the LDP could easily lose its overall majority 
while remaining the largest political party. 

Change, Eda says, means abandoning 
the party's complacent assumption that it de- 
serves credit for the LDP’s current discomfi- 
ture. It could also mean adopting reasonable 
policies on issues such as defence, nuclear 
power and the future of the US-Japan sec- 
urity agreement. But the party shows little 
sign of changing its colours under its doc- 
trinaire leader, Takako Doi. 

Doi is said to be less flexible on policy 
issues than her predecessor, Masasahi 
Ishibashi, who did his best to bring the party 
up to date with his slogan of a “New JSP.” She 
has an excellent public image, but leaders of 
other opposition parties find her "distant." A 
senior member of the DSP told the REVIEW 
that while it was not impossible for the two 
socialist parties to work together, Doi's insis- 
tence on seeing most issues in black and 
white terms has made cooperation more dif- 
ficult. 

By contrast, the DsP's new chairman, 
Eiichi Nagasue, has been described as a 
moderate whois strongly interested in work- 
ing out a common opposition party strategy. 
Nagasue's predecessor, Saburo Tsukamoto, 
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who resigned in February after admitting 
that he had bought prelisted shares in Re- 
cruit Cosmos, the Recruit group's real estate 
subsidiary, belonged to the wing of the party 
which has tended to favour coalition with the 
LDP. 

Eda's criticisms of the JsP are echoed by 
the Komei Party, which sees itself as having 
been betrayed by the JsP’s refusal to back a 
joint opposition candidate in Okayama pre- 
fecture, after Komei had reluctantly agreed 
to withdraw its own man in the interests of 
opposition unity. Yet the trading of insults 
that has gone on between Komeiand JSP over 
electoral problems has not prevented some 
real steps towards the formation of a joint op- 
position front. 

At a summit of the four opposition party 





Takeshita: looming threat. 


leaders scheduled for this month, agreement 
was to be reached on the establishment of a 
policy research centre that will work out a 
common opposition platform for the coming 
elections — probably focusing on economic 
issues. The summit is the first of its kind for 
more than a decade but may become one of a 
series — rather like the annual summits of 
the seven major industrial powers, a hopeful 
opposition source suggested. 

Taking their cue from the heads of state, 
the four party leaders are expected to pose 
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for a series of group pictures, which are 
aimed at giving the impression of unity as 
well as statesmanship. The chairman of the 
Japan Private Trade Union Council (Rengo), 
a national union federation which has been 
making strenuous efforts to bring opposition 
leaders closer, also may attend. 

Aside from its public relations aspects, 
the Kyoto summit will be used to try and 
draft a joint opposition strategy for “seizing 
power" — either by winning the next elec- 
tion, or by forcing Prime Minister Noboru 
Takeshita to step down in favour of a 
caretaker cabinet. The tactics for doing this 
will probably include boycotting sessions of 
the budget committee of the lower house of 
parliament until the ruling party agrees to 
summon former prime minister Yasuhiro 
Nakasone as a sworn witness before a 
panel of inquiry investigating the Recruit af- 
fair. 

The JSP argues that by standing firm on 
this issue the opposition can block debate on 
the budget until after 20 April, thereby forc- 
ing the government to introduce a second 
supplementary budget to follow the 50-day 
temporary budget already in force as a stop- 
gap measure. The three smaller opposition 
parties have often failed in the past to sup- 
port the JsP’s boycott tactics — arguing that 
disruption of legitimate parliamentary busi- 
ness is a tactic that can too easily backfire. But 
the three could decide to go along with the 
boycott idea if the jsP shows flexibility on 
other issues, such as reforming its outdated 
policy platform. 


f the four policy issues which di- 
vide the JSP from the other three op- 
position parties, at least one — 
non-recognition by the JSP of South 
Korea — is likely to resolve itself naturally 
over the next few months. A planned visit to 
Seoul by Doi will probably lay the founda- 
tions for dual "recognition" by the JsP of both 
Korean regimes. 

The JSP's commitment to scrap Japan's 
nuclear power generating capacity is another 
policy which can probably be modified. Kan- 
sei Nakano, chairman of the DsP’s policy re- 
search committee, says the four parties may 
end up agreeing to retain existing nuclear 
power stations and to complete planned 
projects, but not to build any new sta- 
tions. 

JSP policies on defence, which are based 
on the notion of "unarmed neutrality" and 
which still call forthe scrapping of Japan's de- 
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fence forces, could be harder to reconcile 
with those of other parties. But the USDP’s 
Eda suggests that it may somehow be possi- 
ble to build a two-tier structure, differentiat- 
ing between collective policies which would 
bind an opposition coalition and the policies 
that individual parties might follow on their 
own. 

The other main business of the Kyoto 
summit will be to try to break the deadlock 
over election strategy at the forthcoming 
upper house poll. Existing strategy calls for 
the four parties to choose a total of nine 
Rengo candidates who would runin selected 
upper house constituencies with the backing 
of all four parties and with financial support 
from the trade union. So far, however, only 
two Rengo candidates have been selected — 
for the single-seat constituencies of Shiga 
and Mie. z 

Agreement on the choice of two other 
candidates to run in Kyoto and Kumamoto 
is said to be "imminent," but talks appear to 
have hit a snag as result of the squabble be- 
tween the JSP and Komei about the nomina- 
tions in Okayama prefecture, where the JSP 
has insisted on fielding its own candidate. 





Doi: doctrinaire. 


The Jsr's refusal to back down in Okayama 
could led to a Komei veto on the selection 
of joint candidates in other constituencies. 
In that case, the LDP might still win the 
upper house election through the familiar 





MALAYSIA 


Razaleigh makes a pact with the Islamic Right 


Foes now friends 


By Suhaini Aznam in Kuala Lumpur 














he opposition Parti Islam (Pas), put- 

ting on a new face of religious and po- 

litical moderation, has confirmed a 
pact of "cooperation and understanding" 
with a one-time foe, Tunku Razaleigh Ham- 
zah, who heads a splinter group from the 
mainstream new United Malays National 
Organisation, or Umno (Baru). In so doing 
they have forged an alliance between the 
centre and Right of Malay politics for the first 
time in 11 years. 

Razaleigh, once one of the top five leaders 
of the original Umno, was the architect of 
Pas' ouster from power in the state of Kelan- 
tan in 1978, after a rocky six years within the 
ruling National Front coalition. But since 
1987, the former finance and trade and in- 
dustry minister has been an implacable rival 
of Prime Minister Datuk Seri Mahathir 
Mohamad. 

After narrowly losing to Mahathir in 
Umno party elections and with that party's 
deregistration by court order in 1988, 
Razaleigh and his supporters have called 
themselves Semangat '46 (Spirit of 1946) after 
the year the original Umno was formed amid 
a fervour of Malay nationalism. But Umno, 
old or new, has always been opposed (save 
for the 1972-78 experiment in accommoda- 
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tion) to the religious-based Pas, whose goal 
of setting up an Islamic state remains unal- 
tered. 

Modifications have been in order for both 
Pas and Semangat '46. At the Pas assembly 
from 30 March to2 April, an old generation of 
leaders peacefully made way for younger 





Malaysian Muslims: new pact. 
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device of splitting the opposition vote. 

The strongest reason for optimism about 
the cooperative efforts of the four parties is 
that all four seem to recognise that time is lim- 
ited. Shigeru Ito, policy research chairman 
for the JSP, says the opposition has until 
around the end of April to work out a stra- 
tegy for forcing Takeshita out of office. If ac- 
tionis delayed beyond then, the government 
may have succeeded in passing the budget 
for fiscal 1989, which would improve its sur- 
vival chances — at least until the next general 
election. 

The DSP and the USDP appear to be in less 
ofa hurry. Eda says the middle of June will be 
the cut-off point for working out an effective 
opposition strategy for the upper house elec- 
tion, which may well not be held until Au- 
gust. All four parties, however, have stress- 
ed that the Recruit scandal and the LDP’s 
plunging support ratings in public opinion 
polls have created a chance for the first real 
democratic transfer of power since the end of 
the war. If the chance is lost and the LDP 
somehow recovers its equilibrium, Japanese 
politics will have gone back to square 
one. * 


men who are more pragmatic about politics 
— none more so than the new Pas president 
Fadzil Noor, who in 1982 helped engineer 
the ouster of then president Datuk 
Mohamed Asri Muda, sparking fears of re- 
ligious revivalism in the Iran mode. 

Yet, Fadzil told the assembly: "Islam is a 
religion of moderation. When someone 
suggests going to war, many voices scream 
in loud support. But when the actual call to 
battle is sounded, only a few turn up on the 
battlefield. Now, we have a way [by making 
a pact with Semangat 46], through elections, 
so please accept it. Pas is not an extremist 
party." Pas leaders had refrained from sign- 
ing any agreement with Razaleigh for seven 
months so that they could carefully explain it 
to Pas supporters, he explained. "We took 
this decision because we think the aim is in 
the interests of Islam." 

And breaking with all tradition, Pas had 
invited Semangat '46 leaders to the assem- 
bly's official opening, where the opening 
prayers were interrupted so that Razaleigh 
could be greeted with cries of "Allahu 
Akbar" (God is great). 

The joint movement born out of the pact 
will be called Angkatan Perpaduan Ummah 
(Movement for the unity of the congrega- 
tion) — an appeal that glosses over the Is- 
lamic-Malay nationalist differences between 
the two, concentrating only on the common 
goal of unity of Malays and Muslims, race 
and religion being synonymous here. 

Because of this choice of name, however, 
the other opposition party that has been 
linked with Semangat ‘46, the nominally 
multiracial, but largely Chinese-based, 
Democratic Action Party (DAP) will not be a 
formal partner in the pact. But sources within 
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Semangat '46 say Chinese-dominated con- 
stituencies will be left to the DAP, to avoid 
splitting the opposition vote. 

Already, both Pas and the Semangat '46 
sources have said that they will not be field- 
ing candidates in the Bentong parliamentary 
by-election on 13 May, caused by the recent 
death of the health minister, Datuk Chan 
Siang Sun. 

To streamline the appeal of all three 
groups, Pas and the DAP have softened their 
more usual hardline stands. Pas is not push- 
ing its aim for an Islamic state while the DAP 
has also toned down on Chinese issues, all 
three content for the moment to ignore dif- 
ferences that could mar a working relation- 
ship that has one goal: to unseat the National 
Front. 

The new Pas leadership line-up may 
make the relationship a little easier. Fadzil, 
who took over from the ailing Yusof Rawa, 
67, had been acting as party leader for many 
months. Meanwhile, Abdul Hadi Awang, 
the popular and fiery religious and political 
orator from Trengganu, became his deputy 
— providing the east coast balance to Fadzil's 
command of the northern Malay states. Out- 
going secretary-general Hassan Shukri and 
retired university lecturer Daeng Sanusi 
Mariok, a political unknown, were elected 
vice-presidents. 


egional balance, if with a slight east 
H coast emphasis, was also noted in the 

election of the 12 central executive 
committee members: three each from Kelan- 
tan, Trengganu and the Federal Territory, 
two from Kedah in the north and one from 
Malacca in the south. Of these, four are Mus- 
lim theologians, four are politicians, two are 
lawyers, one an engineer and one is a gras- 
sroots leader. 

Interestingly, about half of today's Pas 
leadership had their roots and earliest politi- 
cal exposure in the Malaysian Muslim Youth 
Movement (Abim) — of which Fadzil and 
Education Minister Anwar Ibrahim were 
leaders. Anwar is today a pillar of Umno 
(Baru) and a vocal Mahathir supporter. 
Anwar and Fadzil are barely distinguishable 
in style and speech. 

Despite the rapturous welcome to 
Razaleigh, Semangat '46 sources realise that 
Pas leaders face an uphill battle in convincing 
their grassroots followers of the necessity for 
the political cooperation. The rivalry be- 
tween Pas and Umno has been too long and 
too bitter, and Razaleigh's role in some cases 
too central, for die-hard Pas members to 
make the sudden switch. 

Mid-level Pas leaders also fear that any 
electoral cooperation would mean fewer 
seats for them to contest, since the seats will 
be divided out. Thus, one delegate objecting 
to the welcome accorded to Razaleigh at the 
assembly, struck a note of caution: "These 
are just new friends," he said, "only starting 
to exchange pleasantries, whose worth is yet 
untested." a 
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SOUTH KOREA 1 


A dissident minister visits Pyongyang 


‘Heart to heart 








By Shim Jae Hoon in Seoul and 
Louise do Rosario in Pyongyang 


T he reunification of North and South 








Korea has always been a key theme of 

South Korean radicals, but an unau- 
thorised trip to Pyongyang on 25 March by 
dissident leader Rev. Moon Ik Hwan has 
backfired on the radicals as an enraged and 
embarrassed government — with popular 
support in this case — vows to prosecute 
Moon for violating national security laws. 

Moon, 70, a Presbyterian minister and 
dissident leader widely known for his 
struggle for democracy under the former 
governments of presidents Park Chung Hee 
and Chun Doo Hwan, first went to Tokyo 
on 20 March to visit friends. From there, 
after being joined by two other people from 
Seoul, dissident novelist Hwang Sok Yong 
and a businessman friend of Moon's, the 
three flew to Peking, where a special air- 
craft provided by North Korean President 
Kim Il Sung picked them up 
and carried them to Pyong- 
yang. 

In Seoul, meanwhile, 
where only a handful of 
people knew of their trip, 
news of the visit as pre- 
sented by Radio Pyongyang 
struck like a thunderbolt. ^I 
came to discuss the reunifica- 
tion issue with President 
Kim Il Sung, whom I re- 
spect,” the broadcast quot- 
ed Moon as saying on his 
arrival in the North. His trip 
during Easter symbolised 
Korea's national resurrection 
through reunification, Moon 
explained. 

The question immediately facing the gov- 
ernment in Seoul was whether it knew about 
the trip. Moon's dissident contemporaries 
and Kim Dae Jung, president of the opposi- 
tion centre-Left Party for Peace and Demo- 
cracy, said Moon had discussed his plan 
with them. "I advised him not to undertake 
the trip without first clearing it with govern- 
ment authorities," Kim said, adding that this 
had been an "indiscretion" on the minis- 
ter's part. 

Government officials, however, includ- 
ing those in charge of the intelligence ser- 
vices, at first denied they had had advance 
knowledge of the trip but then backtracked, 
saying they could make no comment while 
Moon was stillin the North. While this vague 
position sparked calls for the resignation of 
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Moon: attentive. 


Park Seh Jik, chief of the Agency for National 
Security Planning (ANSP), it also provoked 
widespread suspicion among, some critics 
that the agency might have laid a trap for 
Moon and his entourage by taking no pre- 
emptive action even though they might have 
known about the visit, which violates South 
Korean law. 

In the North, Moon's two meetings with 
Kim Il Sung and other senior leaders re- 
ceived wide coverage in the official media, 
fuelling resentment against Moon in Seoul. 
Kim praised Moon for taking up his recent 
New Year proposal for a North-South talk 
between political and social leaders of the 
two sides, rather than between the respec- 
tive governments, and congratulated Moon 
on his long struggle against political dictator- 
ship. 

Moon spoke to Kim twice during the nine 
day visit for a total of seven hours and had "a 
cordial talk overflowing with compatriotic 
sentiments," the official Pyongyang Times 
, Said. Pyongyang’s television 
Mi^ station showed Kim embrac- 
ing Moon and holding his 
hand as the two strolled in a 
garden. In addition to his 
meetings with Kim and visits 
to various government or- 
ganisations, Moon, whose 
family is from the North, also 
visited his home village and 
attended church services. 

Kim appeared attentive 
and smiling as he listened to 
Moon in one private meeting 
described by Moon as a 
"heart-to-heart dialogue with 
[Kim], unbosoming myself to 
him." The North Korean pre- 
sident visited Moon on 3 
April at the minister's lodging to bid him 
farewell. 

Moon was one of three southerners in- 
vited by Kim in a New Year's speech to have 
"political consultative meetings of leader- 
ship-level people" from both North and 
South. The other two were Paek Ki Wan and 
Cardinal Kim Su Hwan. Two churches, one 
Protestant and one Catholic, were built last 
year in Pyongyang as part of an effort to woo 
religious leaders from the South. 

In Seoul, the government of President 
Roh Tae Woo was bothered not so much by 


the visit itself as by the implication that the 


government might have lost the initiative in 
forging new North-South contacts to a lead- 
ing critic of Roh. Only a few weeks earlier, 
Seoul business tycoon Chung Ju Yung also 
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went to Pyongyang, where he was warmly 
received by North Korean leaders. In con- 
trast to the Moon visit, Chung’s trip was offi- 
cially approved. 

In Kim’s New Year speech, the North Ko- 
rean leader had pointedly referred to Roh 
only as a political party leader, rather than as 
the South’s president. That intentional snub 
so embarrassed the opposition parties in 
Seoul that they rejected Kim’s proposal. 

At a meeting with leaders of the ruling 
Democratic Justice Party (DIP) on 30 March, 
Roh reflected the mood in the country when 
he criticised Moon for undermining the offi- 
cial negotiating power of his government. 
"[The Moon] visit rejects the government's 
competence and authority in dealing with 
unification policy," he said. 

Dissident groups in Seoul took issue with 


the president. A statement by Roh in July 
1988 concerning reconciliation with Pyong- 
yang was built on the concept of people 
sharing ideas and efforts on the issue of 
reunification, a spokesman for the National 
Council of Churches asserted. The dissident 
groups have long sought to break the gov- 
ernments monopoly on addressing the 
reunification issue and regard Moon's visitas 
a test case. 


owever, Moon's familiarity with Pre- 
sident Kim and his daily meetings 
with senior North Korean officials as 
relayed by Radio Pyongyang has created a 
groundswell of ill feeling towards the dissi- 
dent leader. To average readers of the South 
Korean press, Moon’s activities in Pyon- 
gyang seemed to confirm Seoul's view that 





SOUTH KOREA 2 


Showcase conflict 


Mae AAAA AA AA YH RIPEN AN AAEM OIE ALONE NE P EE d 


aaan manae — n a UW HEA 


n yundai Heavy has become a show- 
| H case for social conflict in [South] 


: Korea," a senior company executive 

_ said a few days before 10,000 police staged an 
- amphibious assault at the world's largest 
© shipyard on 30 March. “Go to the yard and 
- you will see signs saying ‘Yankee go home’ 
and calling for reunification [with North 
. Korea]. That has nothing to do with a labour 
— Strike." 

Hyundai Heavy Industries has esca- 
lated into the most serious labour dispute in 
years and has become a test of the govern- 
ment's patience in dealing with labour dis- 
. putes. . 
|. . The overwhelming show of force dem- 
. onstrated that the authorities are still willing 
< to intervene in key strikes. The action at 
-. Hyundai's Ulsan yard follows by less than a 
- month the government's rout of Seoul's 






APRIL 1989) 0 


striking subway workers and echoes a simi- 
lar action against striking railway engineers 
in 1988. 

The recent raid came on the 109th day ofa 
strike and lockout that has paralysed opera- 
tions at the shipyard and curtailed produc- 
tion of heavy machinery at one of the coun- 
trys most important capital goodsmak- 
ers. 

However, what was more surprising 
than the raid itself is the depth of resistance. 
Street fighting in Ulsan continued four days 
later, with Hyundai Heavy workers joined 
by some other Hyundai workers and some 
students and dissidents. Although nearly 
700 workers were initially detained 
by police, most of them were released after 
pledging that they would return to work. 
Over the 1 April weekend, students at cam- 
puses around the country held solidarity ral- 
lies. 

Company officials claimed that more 
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Moon is a communist sympathiser and a. 





danger to South Korean stability. | 

The public's reaction against Moon's visit 
forced Kim Dae Jung, a close political ally of 
Moon, to distance himself from the minister. 
In a newspaper interview on 31 March, Kim. 

inted out that his own reunification policy. 
was vitally different from Moon’s in that he 
advocated unity on the basis of democracy 
being achieved in both North and South, 
while Moon would go forward with reunifi- 
cation before this. 

The official position that Moon will be de- 
tained and prosecuted on his return to the 
South for violating national security laws — 
under which he could receive up to 15 years 
imprisonment for entering the North — 
could further complicate the whole affair. 

Politically, Moon's action has left many 
urban middle-class people perplexed about 
what Roh’s détente policy towards the 
North really means. While many agree that 
Moon might be an “infantile hereo,” as 
the independent newspaper Dong-A lbo 
put it, they also support the view of Reunifi- 
cation and Democracy Party president Kim 
Young Sam that Roh's policy lacks consis- 
tency. as 
Within the government, Roh faces muf 
fled criticism from the Right for being some- 
what hasty in his approach to detente wi 
the North — and with Moscow and Peking 
as well. Making use of the public criticism of 
Moon, the DJ's rightwing is moving to block 
an opposition-proposed revision of two key 
laws affecting democratic progress — one 
dealing with the activities of the ANSP and the 
other dealing with relaxation of the national 










































than half of the company's 22,000 workers ` 
were at their jobs over the weekend. But pro- - 
duction at the shipyard had still not resumed 
almost a week later, and the mood at Hyun: 
dai headquarters was gloomy. Both the strik 
ers and the company seemed to be pawnsin - 
a larger struggle being played out between 
the government and dissidents — a struggk 
that was sharpened with the visit of the Rev 
Moon Ik Hwan to North Korea on 25 
March. 
The situation was further complicated 
when union president Suh Tae Soo resigned 
over the weekend. Radical workers had de- - 
manded Suh's resignation. The company’. 
said it would encourage workers to hold. 
general assembly to elect a new president 
The leader of the union's radical faction, Lee - 
Won Gun, who is vice-chairman of the. 
union, is wanted by police for his part in the 
strike. 
Workers demands include cutting the. 
work week from 48 to 44 hours, an extra. 
month's bonus; reinstatement of dismissed. 
workers, and higher wages. But the unionit- 
self is fractured and until workers can unite. 
behind a single leader, it is unlikely that the 
dispute will be resolved. | 
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BRIEFING 


Taiwan's ruling party 

to hold primaries 

> Taiwan's ruling Kuomintang announced 
on 1 April it had decided to introduce a 
primary system for choosing its candidates 
forelections that will be held in December. In 
the past, nominees were chosen by party 
officials. The 95-year-old party is under 
pressure to democratise its electoral process 
since the opposition Democratic Progressive 
Party will also use a primary system. The 
primary contests will be held on 2 July and 
must have a minimum voter turnout of 50% 
to be valid. 


Singapore introduces 

Privy Council bill 

> Appeals to London's Privy Council from 
Singapore's courts will be severely restricted 
in both civil and criminal cases when a bill 
submitted to parliament on 28 March 
becomes law. The bill seeks to abolish all 
appeals in cases involving disciplinary 
issues against lawyers and the Internal 
Security Act, which allows detention 
without trial. Meanwhile, opposition 
politician J. B. Jeyaretnam has asked for a 
presidential pardon following the Privy 
Council finding that he had been incorrectly 
expelled from parliament. But he stressed it 
was a formality advised by his lawyers, 
before challenging in courtthe government's 
decision. 


Fiji Government faces 
challenge from workers 


> A major confrontation is looming 
between the military-backed interim 
government of Fiji and the country's labour 
movement over a threatened national strike 
— the first challenge to government 
authority since the strict Internal Security 
Decree was lifted late last year. Leaders of 
the union movement have called for a strike 
ata yet undecided date to protest against 
continued wage restraint despite rising 
inflation, alleged government corruption 
and alleged abuse of workers' rights in new 
tax-free industrial areas. Home Minister and 
army commander Brig.-Gen. Sitiveni 
Rabuka, leader of two coups in 1987, has 
condemned the strike call and said he will 
use all his powers to prevent the country's 
struggling economy being "sabotaged." 


Javanese governor 
compromises over dam 

> The announcement on 29 March by 
Governor Ismail, of Indonesia’s Central Java 
province, that farmers evicted from land 
being flooded by the Kedung Ombo dam 
can resettle on land close to the reservoir, is 
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being seen as a compromise arising out of 
concerted pressure by students, non- 
governmental organisations and the press. 
About 1,400 families are refusing to leave 
land that is being flooded by the dam, a 
World Bank-assisted project. Earlier, 
however, student protests ata campus of the 
State Islamic Institute near Bandung on 

18 March ended with troops being called in 
and about 50 students injured. The army 
was called in after about a thousand 
students protesting over their curriculum 
burned a police car and lowered the 
Indonesian national flag. 


Military candidates lose 
in Soviet Far East polls 


> The defeat of two high-ranking military 
candidates from the Soviet Far East was one 
of many blows delivered to the formerly 
unassailable power structure by voters in the 
first-ever popular elections to the national 
parliament, on 26 March. Lieut-Gen. Victor 
Novozhilov was defeated in Khabarovsk, 
while Adm. Gennady Khvatov, a 
commander of the Pacific fleet, lost in 
Vladivostok. Party regional first secretaries 
were also rejected by voters in Chita, 
Birobidzhan and Khabarovsk. 
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Kim Dae Jung fuels 
constitutional debate 

> South Korea’s principal opposition 
leader Kim Dae Jung says he might support 
a revision of the country’s constitution in 
favour of a prime ministerial system, with 
the president becoming a symbolic head of 
state. His remark is likely to start a debate on 
the constitution with the ruling Democratic 
Justice Party, which concedes that the 
current presidential system fails to ensure 
political stability, or deal with political strife 
along regional lines. The present charter was 
approved in a national referendum in 
October 1987, restoring the system of direct 
election of head of state. 
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Li Peng urges poor 
peasants to go home 


9» Chinese Premier Li 
Peng has said he 
hopes the poor 
peasants who are 
swamping train 
stations and flooding 
into cities in 
Guangdong and 
China’s northwest in 
search of jobs will 
“return to their 
villages to engage in agricultural 
production.” Some of the transients were 
construction workers who had become 
“surplus” due to the crackdown on 
construction, Li said. Meanwhile, Yao Yilin, 
a vice-premier, has confirmed that the 
troubled “Three Gorges” dam across the 
Yangtze River will require additional 
feasibility studies. The massive hydropower 
project is unlikely to get off the ground 

in the next five years, Yao said, and would 
first be submitted to the National People’s 
Congress for approval. Both officials 

were addressing a press conference in 
Peking. 





Li. 


Buryat Mongols increase 
emphasis on own culture 


> Encouraged by the general growth of 
attention to minority culture in the Soviet 
Union, the Buryat Mongols of the Lake 
Baikal area in Siberia have increased 
Buryat-language classes in schools, 
published a new journal in the language and 
officially celebrated the Lunar New Year for 
the first time in decades. The Buryats live 
mostly in their own “autonomous” republic 
and two smaller national districts in 
neighbouring regions immediately to the 
north of Mongolia. However, the official 
Soviet newspaper Pravda warned that 
proposals to make Buryat the national 
language in the region were ideologically 
unsound, and that amalgamating all the 
Buryat-inhabited territories into one entity 
was not in the interests of the Russian 
majority. 


Vietnam pledges September 
deadline for pull-out 

> Vietnam will withdraw all its troops from 
Cambodia by September, a statement from 
the Vietnamese, Cambodian and Laos 
governments said on 5 April. The 
announcement called for an end to all 
foreign military support to the Cambodian 
resistance by that date, and for the 
reactivation of the 1950s International 
Control and Supervision Comission on 
Indochina. 
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Distinction 


Rarely awarded, always treasured. 
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"The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events.” 


“...we discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction." 


“At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy." 


The Editor 
Far Eastern Economic Review 
First Issue 1946 
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ASIA CIRCA 1946 


Forty 
ars 
N+2. 


In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps faster 
than any other. A region that they felt the 
world would need to watch carefully. 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 42 years later, the Far Eastern 
Economic Review is the world's premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the Review 
speaks, Asia listens. 


FarEasternEconomic 
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BURMA 


Protesters take to the streets in cautious numbers 


On the march again 


By Bertil Lintner in Bangkok 


nti-government street demonstra- 
A tions have begun again in several Bur- 

mese cities — six months after the mi- 
litary takeover which crushed a massive po- 
pular movement against the regime and 
drove dissident students underground. This 
time, the protests are on a much smaller 
scale, underscoring fear of the military which 
reportedly killed thousands of people before 
and after Gen. Saw Maung’s 18 September 
takeover. 

The first demonstration was held on 13 
March in Rangoon when students and oppo- 
sition parties marked the first anniversary of 
the death of Maung Phone Maw, the first 
student who was gunned down by the mili- 
tary. Troops and armed police patrolled the 
streets during the demonstration but did not 
interfere. 

Perhaps encouraged, the students or- 
ganised a second protest three days later, on 
the first anniversary of the clubbing of 
youths by riot police on the shores of Inya 
Lake. This time, troops prevented more than 
1,000 demonstrators from floating wreaths 
on the lake by threatening to open fire if they 
did not disperse. 

The following day, more protests broke 
out at Rangoon University and outside Hle- 
dan police station, where a number of stu- 
dents had been detained. Burmese sources 
say several thousand people gathered out- 
side the police station, indicating that tension 
is once again rising. 

"The people are getting impatient, espe- 
cially the students," a Burmese source in 
Rangoon said. "All universities have been 
closed since last June — and all schools, in- 
cluding primary schools, since August. De- 
spite promises of a general election, the re- 
pression is worse than ever and prices of 
most daily necessities are rising steadily." 

Since mid-March, armoured cars and lor- 
res mounted with Swedish-made Bofors 
cannon have been cruising the streets of Ran- 
goon. The authorities, afraid that the 27 
March Armed Froces Day parade would 
bring out the protesters en masse again, con- 
ducted house-to-house searches along the 
route before the parade and arrested promi- 
nent student leaders Min Ko Naing and Ko 
Ko Gyi, along with 13 others. And just to 
make sure of support, the authorities or- 
dered civil servants to turn out and present 
flowers to the troops during the parade. 

The mass demonstration never 
materialised, but students managed to 
gather in small groups, chanting slogans and 
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melting away just before troops arrived. 
However, upcountry street protests appear 
to have been much bigger. According to Bur- 
mese sources, 34,000 people marched 
through Mandalay, Burma's second city, on 
27 March, singing pro-democracy songs and 
chanting anti-government slogans while 
thousands of bystanders cheered them on 
and presented them with flowers and water. 

Fear of the military is keeping demonstra- 
tions relatively muted, but though a new 
election law has been drafted and the disas- 
trous 26-year-old Burmese Way to Socialism 
— the regime's guiding national principle 
since the military coup in 1962 — aban- 
doned, few Burmese seem to believe that 
anything has really changed in the top 
leadership of the country. Indeed, Ne Win, 
the strongman who supposedly retired on 23 
July 1988, reappeared at a dinner party for 
foreign envoys on Armed Forces Day, effec- 





tively laying to rest all speculation that he 
was now out of the picture. 

Well-placed sources also claim that Ne 
Win's successor, Sein Lwin, who resigned 
on 12 August 1988 after only 18 days in 
power, still belongs to the inner circle of deci- 
sion-makers. Another of Ne Win's close as- 
sociates, Maung Maung, who took over 
from Sein Lwin and was removed by the mi- 
litary on 18 September, is reportedly the 
main author of Burma's new election law 
(REVIEW, 23 Mar.). Given that Saw Maung 
himself has been a close follower of both 
Ne Win and Sein Lwin, there seems no 
doubt that the previous power structure re- 
mains intact. 

Even if the promised elections were to be 
held, there is no indication that the military 
would relinquish power. When it took over 
last year, Burma's foreign-exchange reserves 
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Ne Win; Sein Lwin: power structure intact. 


were estimated at a mere US$8 million. Since 
then, the military regime has sold off lucra- 
tive logging and fishing rights to Thai, 
Malaysian, Singaporean, South Korean and 
Hongkong companies, fora figure estimated 
at tens of millions of dollars. The sale of a 
gems and jade emporium in Rangoon in 
March gave the military an additional US$5.4 
million, official figures indicate. 

Diplomatic sources say the money raised 
has been ear-marked for buying more arms 
and ammunition in case there is another po- 
pular uprising and will not be used for deve- 
lopment projects or to pay off the country’s 
US$4 billion foreign debt. Significantly, the 
state-run Working People's Daily newspaper 
on 7 March gave prominence to an agency re- 
port from Venezuela saying thatits president 
had suspended payments on its foreign debt 
and quoting him as linking his country’s 
“worst unrest in 31 years of democratic rule 
to the burden of foreign debt.” 

The lack of public confidence in the re- 
gime is causing an exodus from Burma of 
mostly young, well-educated people who 
see no prospect of a meaningful change. 
Every week, 200-300 people leave the coun- 
try eitherby air oras seamen working on Bur- 
mese and foreign ships. “In the past, it used 
to be difficult to get a passport. Now, it’s a 





mere formality. We want to leave and they 
want to get rid of us,” a Burmese, who said 
he was in last year’s demonstrations, told the 
REVIEW on his arrival in Bangkok. 

The easing of passport regulations seems 
to serve as a social safety valve, but the brain- 
drain will undoubtedly make it even more 
difficult to rebuild Burma’s shattered econ- 
omy, analysts say. 

Even the renewed protests in Rangoon 
and Mandalay could weaken the opposition, 
some observers suggest. They believe the 
opposition movement could split, with the 
more militant students believing that only a 
violent uprising can overthrow the regime 
and some of the more moderate opposition 
politicians are arguing that the demonstra- 
tions are counter-productive because they 
give the army an excuse not to hold elections 
and thus retain power. Li 
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PHILIPPINES 


When trouble looms, everyone wants the marines 


Experts on peace 








By Rodney Tasker in Manila and 
John McBeth in San Miguel, Bulacan 


n a 160,000-strong armed force rated by 

military observers as among the least 

effectual in Asia, the 7,000 Philippine 
marines stand apart: The communists hate 
and fear them, villagers feel safer with them 
than with any other troops, and government 
and military leaders increasingly trust them 
to obey orders and perform any task they are 
given. 

In February 1986, they obeyed then presi- 
dent Ferdinand Marcos' order to move 
against the Manila redoubt of rebel leaders 
Juan Ponce Enrile and Fidel Ramos and were 
only stopped by a massive show of "people 
power." In August 1987, it was the marines 
whom President Corazon Aquino de- 
pended on to put down the rebellion led by 
Col Gregorio Honasan. 

Since last September, the same marines 
who put down Honasan's abortive coup 
have been patrolling the barangays of Bula- 
can province lying astride the communist 
New People's Army (NPA) infiltration routes 
north of Manila. The barangays are the low- 
est administrative unit in the country's politi- 
cal structure. 

Although the Defence Ministry adopted 
the Special Operation Team (SOT) civic-action 
concept to win support from the NPA last 
year, the marines had been doing what they 
call pulong-pulong (dialogue with the people) 
long before that, especially around Davao in 
. the southern island of Mindanao which is 
now relatively peaceful. 

The NPA is not the only reason the 
marines have been given their new assign- 
ment. The three battalions of the 1st Marine 
Brigade — including the two in Bulacan and 
one in Manila itself — along with the army's 
7th Infantry Division form the National Cap- 
ital Region Defence Command, covering the 
capital and five surrounding provinces. 
They may engage in counter-insurgency, 
but they also guard Manila and Aquino. 

The marines have operated near Manila 
before. At the time that Honasan's rebellion 
was being put down, other marine units 
were bringing a new degree of peace to Ba- 
taan province which had become a hotbed of 
NPA activity. But when they were pulled out, 
they were replaced by the Philippine Con- 
stabulary (PC), who so lived up to their repu- 
tation for abusing power that the NPA re- 
turned with impunity. A substantial force of 
army troops have had to be sent to quell 
them again. 

What is it about the Philippine Marine 
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Corps which has made them the most ef- 
fective and prestigious unit in the armed 
forces? Although they have the same basic 
training as any other troops, they have 
adopted their own tactics based on experi- 
ence. They model themselves on the US 
Marine Corps, with whom there are unoffi- 
cial contacts. They have physical tests which 
are tougher than other units, and lead to an 
estimated 30% drop-out rate among would- 
be recruits. 

Perhaps significantly, all but one of the 10 
battalion commanders in the Marine Corps 
signed on from universities rather than en- 
tering through the Philippines Military 
Academy (PMA). This may explain a more 
sympathetic attitude towards the civilian 
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Ready for battle: idealistic. 
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tained colonel's rank, as any PMA graduate 
most assuredly would once put in charge of a 
battalion. 

Marine Commandant Brig.-Gen. Rodol- 
fo Biazon put their success down to tradition 
and the tightly knit nature of the corps of 
three brigades. Pride in being a marine has 
clearly been a motivating force to become a 
disciplined, professional soldier. As one 
young marine officer — who graduated from 
university with a degree in business admin- 
istration — said: "The marines are very solid, 
united and very idealistic." 

Biazon himself is the epitome of this pro- 
fessionalism. He led the assault that turned 
back the Honasan rebellion and has since 
been dubbed Aquino's favourite general — a 
label he hates, insisting he salutes her only as 
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a professional officer to his commander-in- 
chief. Yet he is tipped as an eventual chief of 
staff of the armed forces. 

Biazon has insisted that his troops remain 
in uniform almost all the time, and that they 
cook and eat in full view of the people they 
are protecting. This reassures people, par- 
ticularly those living in remote districts, that 
the troops are not living off food and drink 
demanded from the populace, as some other 
units do. 

Whereas a PC trooper may demand a free 
meal from a local storekeeper, a marine must 
pay for everything, or risk severe punish- 
ment. The marine will be expected to help in 
local development projects. By getting 
people tobe comfortable with their presence, 
the marines also enhance their intelligence- 
gathering capabilities against the NPA. 
Biazon said their experience in Mindanao 
and now Bulacan showed that when civi- 
lians felt reassured of the government pre- 
sence they would report NPA movements 
and deployment. This allowed the marines 
to go after the guerillas, who generally tend 
to avoid skirmishes with marine squads. 
B not the “body-count,” but winning 

over the communist mass base. “I ex- 
plain to my troops that their first line of de- 
fence is the civilians,” he said. At the ses- 
sions, apart from complaining about the 
NPA, the people raise social problems and 
discuss the lack of infrastructure in their 
areas, which the marines pass on to higher 
administrative authorities. 

The marines also urge local peace and 
order councils to conduct anti-communist 
rallies to deliver government propaganda. 
During one in the coastal town of Hagonoy 
in Bulacan, the former number-three man in 
the province’s NPA hierarchy who had sur- 
rendered the previous month, preached the 
benefits of democracy, then admitted he had 
surrendered because the presence of the 
marines made it impossible for him to carry 
out his operations. 

Since the arrival of about 2,000 marines in 
Bulacan in September 1988, it would appear 
that the NPA has substantially withdrawn. 
Some 150 cadres and guerillas have surren- 
dered since then and the marines believe 
they have whittled down the number of NPA- 
influenced barangays to barely six among 
the 200 in the battalion’s area of responsibil- 
ity 


iazon said the marines’ priority was 





When the marines first pulled into San 
Miguel to replace an army unit last year, they 
found fear and resentment among the 
populace. There had been ambushes outside 
San Miguel and at least 25 barangays had 
been heavily influenced by the NPA. “Rela- 
tions with the army battalion were not 
good,” said Maj. Rudy Diaz, the marine bat- 
talion commander, who has spent 19 years in 
the marines. “We had toshow them we were 
different.” 

And the marines clearly are different. “It 
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all boils down to troop discipline,” 
says Diaz, comparing his marines to 
the troops who were there before. 
“We don't drink in public and when 
we are in uniform we are always in 
complete uniform from head to foot. 
We also don't take firearms on liberty. 
Instead, we mingle with the people 
and try and befriend them.” 

By making friends, Diaz believes 
they deny the NPA a foothold. They 
believe they are making some pro- 
gress. “Pulong-pulong is better than all 
of our weapons,” said Sgt Danny 
Aromin. When the marines pause at 
barangays while on patrol, they hand 
out medical supplies and deliver lec- 
tures, complete with printed materials, on 
the evils of communism. Religion also forms 
an important part of the message in this over- 
whelmingly Catholic country. 

The marines claim many villagers are fed 
up with the NPA, mainly because of the 
guerillas’ demands on the scarce food stocks 
of the barangays. NPA taxation in Bulacan, 
they say, amounts to an estimated P5 mil- 
lion (US$234,192) a year, and comes mostly 
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from companies engaged in mining-related 
ventures. The Hagonoy mayor claimed that 
fishpond owners paid about P1 million a 
month to the NPA in taxes. 

The battalion selected two barangays, 
Balaong and Labnet, as the first two for the 
so-called “immersion” process under which 
aspecially trained seven-man SOT team virtu- 
ally lives in a village for up to two months ata 
time. 





AFGHANIS TAN 


Soviet évpert says Najibullah cannot reconcile nation 


Fragile leadership 








By Sophie Quinn-Judge in Moscow 
\ fghan reconciliation under President 





Najibullah’s leadership, or Soviet 

peace proposals, are no longer possi- 
ble, according to a Soviet Afghan specialist. 
And though the ruling People’s Democratic 
Party of Afghanistan (PDPA) can hold the 
cities militarily for six months, the expert be- 
lieves that the party’s political authority will 
break down before then. 

The specialist, who spoke on condition 
that he not be named, said that while the 
PDPA leadership had curtailed its factional ar- 
guments for the time being, the party could 
not overcome its main weakness, the lack of 
support from the peasantry. Even the loyalty 
of central committee members could not be 
guaranteed, as many had joined the party 
out of opportunism or as part of another 
member's retinue, he said. 

Of the more than 200,000 members 
claimed, he estimated that only 30,000 were 
active or committed. As proof of the PDPA's 
lack of a cohesive base, he cited for compari- 
son a Soviet intelligence analysis of a list of 
1,500 supporters of mujahideen leader Gul- 
badin Hekmatyars Hezb-e-Islami. The so- 
cial composition of this extremist group was 
almost exactly the same as the PDPA's — 
petty-bourgeois urban dwellers. 
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The expert outlined as a likely scenario, 
the fragmentation of power to regional lead- 
ers. His analysis seemed to be supported by 
Najibullah's recent offer of autonomy to re- 
gional commanders of the mujahideen. The 
Soviet specialist said that Ismail Khan of 
Herat had signed an agreement with 
Najibullah and was prepared to bring his 
20,000 men over to the Kabul government. 
Ismail would be made governor of Herat pro- 
vince as part of the deal. 

But such deals would not signify a firm 
commitment to the current Kabul leader- 
ship, said the specialist. Already, part of 
Kabul's support was based on such tempo- 
rary alliances as that with Ismatullah Mus- 
lim, a wealthy chieftain from Kandahar, who 
was made a major-general when he went 
over to the government in the mid-1980s. 
The general retains his own forces, which 
move around Kabul armed, and some of his 
men are known to take part in opposition ac- 
tions. Another Kabul regime general, whois 
alsoa party member, has men in both camps, 
according to this analyst. 

While the possibility of a PDPA with- 
drawal from Kabul to the northern town of 
Mazar-e-Sharif is being studied here, this ex- 
pert and others are advising against Soviet 
support for such a move. Some Kabul lead- 
ers have already sent their families there for 
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people: sympathetic attitude. 


Apart from the team leader, usual- 
ly asenior non-commissioned officer, 
two soldiers handle propaganda and 
organisation, two collect combat in- 
telligence and two provide security 
for the squad. "We have found this 
concept to be successful," said Capt. 
Virgillio Jose, the battalion’s civil-mili- 
tary operations officer. “The people 
here want us to stay forever.” 

What happens if and when the 
marines leave Bulacan is still a worry. 
Because of an apparent shortage of 
funds, 1st Battalion officers acknow- 
ledge they have yet to raise and train 
Citizens Armed Forces Geogra- 
phical Units to provide continuing 
security for villages. 

Under this plan, three 88-man companies 
will be needed as so-called “stay-behind” 
forces with recruits undergoing a back- 
ground screening supervised by local peace 
and order councils before being accepted for 
training. Given past abuses, it is this process 
which will ultimately determine whether the 
good work of the marines is either consoli- 
dated or undone. a 
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safety, it is said in Moscow. But setting up a 
border enclave would call for renewed Soviet 
air strikes and would be a step towards the 
dismemberment of Afghanistan, he be- 
lieves, and probably would fail. 

The north is a Tadzhik and Uzbek area, 
while Najibullah and most of his politburo 
are Pushtuns. Ahmed Shah Masood, the 
Tadzhik mujahideen commander who con- 
trols five northern provinces, would be un- 
likely to let Najibullah move into the north, 
says the Soviet expert. At the same time, he 
emphasised that such a move was being con- 
templated at the upper levels of Soviet 
power. “I’m not sure how much they read of 
what we write,” he said. 

In the future, said this expert, a voluntary 
Iran-Afghanistan-Pakistan bloc might be 
formed. “Our press overplayed the danger 
of a Pakistan-Afghanistan confederation — 
this was just propaganda,” he said. But the 
idea of a voluntary bloc is not new. “Thisidea 
already appeared under the shah [of Iran],” 
he said. Now, as Pakistan and Iran develop 
new contacts, Afghanistan will be left on its 
own. A one-sided orientation towards the 
Soviet Union will no longer be possible. It 
will need some kind of voluntary alliance. 
“Islam could play an integrative role," he 
said. 

He also implied that it would not neces- 
sarily be a bad thing if the US carries out its re- 
ported proposal to appoint an ambassador to 
the mujahideen government-in-exile. "We 
have a common interest in preventing the 
Hekmatyar extremists [of the Hezb-e-Islami 
party] from taking over Afghanistan. A US 
ambassador to the coalition would have a 
role to play in encouraging the moderates,” 
he said. * 
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THAILAND 


Reformists seek new role, structure for senate 





By Paisal Sricharatchanya in Bangkok 
t one time, Thailand’s upper house of 


parliament was viewed as a “big 

brother” who was supposed to help 
nurture the country’s fragile parliamentary 
system. But with representative government 
now taking firmer root under the elected 
government of Prime Mirister Chatichai 
Choonhavan, this perception of the senate’s 
role is coming into question. 

A consensus is emerging among progres- 
sive politicians and academics that the upper 
house’s role and even its very structure 
should be reshaped to bring it into line with 
the country’s changing political cir- 
cumstances. No blueprint of exactly what 
should be changed has emerged from 
among the reform advocates, but capitalis- 
ing on current pro-democratic sentiments, 
Chulalongkorn University political scientist 
Chai-Anan Samudvanija has proposed a 
constitutional amendment that would pave 
the way for the election of the sena- 
tors — against the present system of 
apointment. 

The academic has urged that re- 
spected elder statesman Kukrit 
Pramoj be made senate speaker and 
that Kukrit then begin the process of 
change, with the first fully elected 
upper house coming into being when 
the country celebrates the 70th an- 
niversary of constitutional monarchy 
in 2002. 

Others have suggested that, for a 
start, the present number of senators 
should be gradually reduced to reflect 
their diminishing importance. An al- 
ternative, these reformists propose, 
would be to ensure that senators rep- 
resent a broader spectrum of the general 
population. Now, there is heavy concentra- 
tion of senior military officers and bureau- 
crats holding down senate seats. 

Some 93 senators, or a third of the upper 
. house, are up for mandatory retirement on 
22 April after completing six-year terms. 
Among the retirees is Ukrit Mongkolnavin, 
the senate speaker who has concurrently 
served as president of parliament. 

Under the constitution, senators are 
nominated by the prime minister and ap- 
pointed by the king. They are supposed to 
equal in number no more than three-quar- 
ters of the 357-seat House of Representa- 
tives, which means the prime minister can 
either leave the retirees' seats vacant or make 
new nominations. Many MPs view Cha- 
tichai’s pending action on the issue as 
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No more ‘Big Brother’ 


a test of his professed democratic ideals. 

Under the quasi-democratic government 
of non-partisan former prime minister Prem 
Tinsulanond, the senate comprised Prem’s 
largest single bloc of parliamentary support. 
“But now that the governmentis headed by a 
political party leader, the system has drasti- 
cally changed,” said Suchit Bunbongkarn, 
another Chulalongkorn political specialist. 
“It would simply go against the political 
realities if Chatichai were to continue with 
the old system.” 

Elected MPs, whose parlimentary seats 
were hard won at the polls, also favour a 
smaller senate. Democrat Party MP Surin 
Pitsuwan commented: “The constitution’s 
original intention was to have the senate 
coaching the system along for a few terms be- 
fore gradually fading away. Ideally, no new 
senators should be nominated. But if need 
be, they should be strictly apolitical per- 
sonalities, with an impeccable record.” 

Against constitutional stipulations that 


Chatichai; Kukrit: consensus for reform. 


senators should represent various profes- 
sions and or have some special expertise, 
about two-thirds of the chamber is made up 
of senior military officers, policemen and 
bureaucrats. Security officials in southern 
Thailand, as part of the effort to diversify the 
chamber's representation, have suggested 
that some Muslim community leaders be ap- 
pointed to represent the Muslim minority in 
the south. 

In the absence of any orchestrated cam- 


paign for reform, no drastic change to the - 


present system is expected any time soon — 
though professional groups might be given 
more representation in the senate. Although 
Chatichai quashed recent rumours about 
businessmen jockeying and offering bribes 
for senate appointments, he otherwise has 
declined comment on what action he will 
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take after the retiring senators step down on 
22 April. Amid news reports that the prime 
ministers aides are preparing a list of 
nominees to succeed all 93 of the retirees, 
Government House sources say Chatichai is 
keeping his option open. 

The senators, meanwhile, are inclined to 
maintain the status quo. Commenting on the 
possibility of elections to the senate, a high- 
level source said such elections would be 
feasible only after the lower house rids the 
country of the various shortcomings of its 
present electoral system. He was referring to 
such negative trends as extensive vote-buy- 
ing, which has characterised previous elec- 
tions and became even more pronounced in 
elections in July 1988. 

Senators have lost much of their political 
muscle since the present constitution was 
promulgated in 1978. With the expiration of 
constitutional transitory clauses in 1983, the 
military's top brass and senior bureaucrats 
lost their right to concurrently hold cabinet 
posts. Apart from a discretionary power to 
object to or alter draft legislation approved by 
the lower house, the senators’ main respon- 
sibility today is restricted to constitutional 
matters, which still require a joint sitting of 
both houses. 

Nonetheless, many senators believe their 
conservative nature remains a crucial coun- 
terbalance to what they view as an increas- 
ingly liberal lower house. One sena- 
tor said: “Duty is similar to an au- 
tomobile’s brake. We will put on the 
brake when [legislative] matters go 
beyond their proper limit.” The fact 
that senior military officers, who no 
longer have a direct role in politics, 
can as senators air their grievances in 
parliament is also seen by some as a 
political safety valve. 

Recent clashes of opinion between 
senators and MPs have left an impres- 
sion of mutual antagonism between 
the two groups. During 1987-88, re- 
peated senate objections to a new 
printing bill that was approved by 
MPs and supported by the print 
media effectively stalled what could 
have become a new system of media self-reg- 
ulation under a powerful press council. The 
bill was subsequently killed as a result of the 
house's dissolution. 

There was more friction with the new 
house in late 1988 when senators objected to 
a bill that would have permitted live radio 
and television broadcasts of parliamentary 
debates. 

Despite the perceived conflict, senate in- 
siders say both houses have been cooperat- 
ing well. The insiders claim that about 90% of 
amendments or additions to draft legisla- 
tions made by the senate are subsequently 
accepted by the lower house. They added 
that some of the MPs were privately sym- 
pathetic to the senators on controversial is- 
sues — including the printing and live- 
broadcast bills. m 
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ll three parties to New Caledonia's 

peace plan negotiated after last year's 

violent insurrection by pro-indepen- 
dence indigenous Kanaks, have drawn reas- 
surance from the outcome of last month's 
local elections. But both the Kanak leader 
Jean-Marie Tjibaou and the loyalist leader 
Jacques Lafleur have had to worry about a 
drift to hardline groups within their com- 
munal constituencies. 

Twenty of the French Pacific territory's 32 
local councils are now controlled by pro-in- 
dependence mayors, with the rest by those 
who want the Pacific territory to remain in- 
tegrated with France — which is roughly the 
same position as after the last local elections 
in 1983. 

The peace plan was negotiated soon after 
the Socialist Party regained control of the 
French parliament last May, drawing into 
agreement Lafleur's Rally for Caledonia 
within the Republic (RPCR) and the Kanak 
Socialist National Liberation Front (FLNKS), 
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the coalition of pro-independence parties 
among the Melanesian Kanaks who form 
about 43% of New Caledonia’s 146,000 
people, the rest being French, Asian and 
Polynesian settlers. 

The plan will divide New Caledonia into 
three autonomous provinces: the north and 
the Loyalty Islands, both dominated by the 
Kanaks, and the loyalist-dominated south 
which contains about 60% of the population. 
The local elections were seen as a vital test of 
support for the peace plan signatories before 
provincial elections in June. 

Prime Minister Michel Rocard’s govern- 
ment in Paris was relieved that the elections 
went off peacefully, and that both the RPCR 
and the FLNKS polled respectably. The FLNKS 
calculated that its overall support had in- 
creased since 1983, while the RPCR stressed 
that it retained the most support of any party 
in the territory. 

Following the majority vote against the 
peace plan by loyalists in the south in last 
November's French national referendum, 
there had been fears that voters might desert 














the RPCR for extreme Right parties. That did | 
not happen, but the RPCR nevertheless found 


itself under siege in the future south pro- 


vince. Once beyond challenge, it managed 


just under 50% in the initial round, with the . 


Left winning nearly 20% and the rest going 
to various non-RPCR rightwing tickets. The 
question now is whether the RPCR will win 
the predicted absolute majority in the new 
south province assembly. 


Lafleur suffered some other setbacks. De- .. 
spite his vigorous campaigning, both the 


Melanesians put up by the RPCR to represent 
the territory in the French National Assem- 
bly were defeated. Sen. Dick Ukeiwe failed 
to win election as mayor of Noumea's indus- 
trial suburb of Dumbea, and assembly repre- 
sentative Maurice Nenoulostin the northern 
farming centre of Poindimie. 

FLNKS voters also put Tjibaou on notice. 
His party, the Union Caledonienne (UC), 
confirmed its dominant position, with 45% 
of the total FLNKS vote and control over 13 of 
the 20 councils in pro-independence hands. 
But nearly 20% of FLNKS supporters voted for 
the socialist party in the front, Palika. There 
were bitter struggles in some local councils 
over who should be mayor and in several 
cases a UC mayor was elected with help from 
the RPCR, leaving the Palika in opposition. 
Whether the FLNKS can put all this behind it, 
and present a united front at the provincial 
elections remains to be seen. E 
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After the superpowers 


he world is becoming increasingly 

unrecognisable. As the post-World 

War II international order falls apart 

and a new global economic, politi- 
cal and strategic structure takes shape, new 
forces are coming into play, creating new op- 
portunities and risks, but also making it more 
difficult for strategic planners in all countries. 
Many of the policymaker's proven panaceas 
no longer work, while other long-discarded 
strategic techniques have been rediscovered 
in coping with a changing world. 

Thestructure of global relations will deve- 
lop further from a bipolar strategic pattern to 
a pluralised international structure, reducing 
the likelihood of a nuclear or major conven- 
tional war and weakening the ability of the 
US and the Soviet Union to sustain their re- 
spective alliances and control world affairs. 

The decline of the superpowers certainly 
does not imply that hegemonism will au- 
tomatically be retired from the historical 
arena. Nor will global pluralisation lead to 
the disappearance of the US- or Soviet-led 
military blocs in the short term. The tension 
between the two superpowers has relaxed a 
bit, but the deeply rooted causes of confron- 
tation between them still remain. 

As inter-bloc economic, cultural and even 
military contacts become more and more fre- 
quent, however, the demarcation line be- 
tween the two blocs will be increasingly 
obscure and the sense of a collective con- 
sciousness within these alliances will pro- 
gressively weaken. But it is unrealistic to ex- 
pect that the next 20 or so years will be a time 
of absolute peace and prosperity in which 
weapons can be mothballed and warhorses 
put out to pasture. 

On the contrary, with the relative decline 
of the superpowers, regional powers will feel 
even more free to use force. 
Global pluralisation does not 
eliminate the possibility that 
bipolarity will lead to a situation 
of several hegemonists con- 
tending with one another. 
What is of greatest significance 
is that considerations of na- 
tional interest will rise sharply 
as the most important factor 


shaping decision-making in all 
countries. 
International competition 


and struggle will focus increas- 
ingly on scientific and techno- 
logical superiority. But such 
traditional strategic objectives 
as control of natural resources, 
markets, land and sea lanes will 
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by no means become insignificant. In many 
areas, contention over these traditional ob- 
jectives may lead to new acute conflicts. 

Because many will view each inch of land 

as precious as gold and every drop of water 
as valuable as oil, especially in areas with too 
many mouths to feed and too little to feed 
them with, new conflicts may be inevitable 
regardless of man’s will. New and old land 
and sea border disputes — such as the inva- 
sion of China’s islands in the South China 
Sea — are intensifying with each passing day 
and may not necessarily wait until the next 
century. It seems particularly clear that the 
main direction of future conflict is shifting to- 
wards the high seas. 

All of this suggests that international con- 
flicts are to become more complicated and 
delicate. In actuality, what some people pre- 
dict will be a period of peace over the next 20 
years most likely will be a period in which 
major wars are excluded but small wars con- 
tinue unabated. More precisely, this will be a 
period of limited conventional wars and 
armed conflicts of varying scale, duration 
and intensity but which still take place under 
the implicit threat of nuclear force. 

It would be naive to think that such small 
wars of the future will be easy to anticipate or 
simple to fight. War is always rich with un- 
certainty. But what is sure is that many fu- 
ture conflicts will be triggered suddenly, re- 
quiring quick decision-making. Participants 
will often find themselves constrained from 
using force as freely as they might wish or 
traditional practice dictates, fearing that 
"throwing things at a rat may break the 
dishes around it,” as the saying goes. And fi- 
nally, once started, it will not be easy to bring 
such conflicts to an end. 

The unprecedentedly lethal modern 
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weaponry and new uncertainties in predict- 
ing the results of conflict are an inducement 
for nations to explore diversified means to re- 
solve international disputes — economic, 
political and diplomatic as well as military — 
instead of resorting to armed force. 

The idea of maintaining an army for 1,000 
days to use it one day is no longer appro- 
priate. The reality is that an army must be 
continually maintained and used every day. 
The new strategy model might be best de- 
scribed as a sequence in which conflict is fol- 
lowed by compromise which, in turn, is fol- 
lowed by renewed competition. 

The art of international relations will 
explore and employ all kinds of strategies, 
tactics and tricks — both ancient and mod- 
ern, oriental and occidental, from mankind's 
earliest classic manuals of martial conflict 
(The Art of War by Sun Zu) to modern 
costimposing and counter-cost-imposing 
theories — in the search for ways to achieve 
national-interest goals. But whether a coun- 
try can successfully use such approaches de- 
pends on the diversity and strength of the va- 
rious alternate resources — economic, finan- 
cial and diplomatic — as well as the intensity 
of the crisis. 


f course, ultimately there is still no 

substitute for military power. As 

yet there is no country which has 

totally excluded military means as 
the last resort for resolving conflicts. The real 
change is that the use of military force is shift- 
ing from actual bloodshed to the techniques 
— in the words of Sun Zu — of "subduing 
the enemy without war." The use of peaceful 
solutions to resolve acute conflicts might be 
more accurately termed "peaceful resolution 
under implicit military threat." 

But itis the developed coun- 
tries which tend to possess the 
most powerful and varied 
means of conflict resolution, 
and it is also the developed 
countries which are most likely 
to perceive the costs of armed 
conflict as unbearably high. 
Undeveloped countries, on the 
other hand, may think that they 
have less to lose and thus these 
may be more likely to resort 
to armed force. The logical 
deduction, therefore, is that 
the disaster of war is more 
likely to fall upon the unde- 
veloped countries, while the 
possibility of fighting among 
developed countries will con- 
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tinue to decline steadily in the future. 
The style of international behaviour will 
become more subtle and sophisticated as 
countries rely increasingly on the conflict- 
compromise-renewed competition model in 
order to resolve conflicts. This will mean in- 
tense diplomatic manoeuvring and manipu- 
lation at all levels, both official and unofficial. 
But even though international relations will, 
in this sense, become more civilised, it would 
be unrealistic to expect that terrorist actions 
and other unconventional means of conflict 
will be completely eliminated. 

History does not simply repeat itself, but 
sometimes it brings forth surprisingly similar 
scenarios. Are there useful parallels in the 
past for the world’s situation in the year 
2000? An American scholar has suggested 
the analogy of balance-of-power politics of 
19th-century Europe. But if we look back 
another 2,700 years, the Spring and Autumn 
Warring States Period of Chinese history 
(770 BC-221 BC) might also offer useful les- 





sons for the future. Like 19th-century | 
Europe, the Warring States Period was a | 


time of not one or two but many different 
powers, each constantly engaged in ever- 
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next 20 years will most likely bea - 


period in which major wars 
are excluded but small wars 
continue unabated. 


Auta 


shifting fluid alliances and manoeuvres to 
achieve their various goals. 

In the next century, as in the Warring 
States Period, interstate relations will be 
more complex and less stable. Enemies will 
suddenly become friends, and vice versa. 
Competition and conflicts will not calm 
down but rather become more intense, and 
the tempo of change will quicken. A mo- 
ment's lost opportunities or a single inap- 
propriate strategic move may have long- 
term effects on a country's security. 

But the Warring States Period was also a 
time of great creativity and innovation, of tre- 
mendous technological advances and in- 
tense intellectual ferment, of “100 flowers 
blooming and 100 schools contending," 
which saw the establishment of China's en- 
during cultural and political traditions — 
Confucianism, Legalism, Taoism, and the 
feudal bureaucratic state. Æ 


Zhang Jingyi is professor of strategic and in- 
ternational studies at the American Studies In- 
stitute at the Chinese Academy of Social Sciences 
and a former visiting senior fellow at the Insti- 
tute for National Strategic Studies of the LIS Na- 
tional Defence University. 
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Tianjin authorities confiscate human rights petition 


Tempest in a teacup 


hina’s clumsy rejection of a Hong- 
C kong delegation’s petition seeking 
freedom for political prisoners has de- 

livered a clear message tocritics itdeems hos- 

tile. At a time of economic and political con- 

fusion, and growing sensitivity over dissi- 

dent demands, outside intervention in Pe- 

king’s internal affairs will not be tolerated, 

Hongkong-based analysts said. 

A decision by Tianjin customs officials to 
“detain” the petition has further under- 
mined confidence in Hongkong over its 
likely treatment when China recovers 
sovereignty over the British colony in 1997. 
The petition, containing more than 22,000 
signatures from some 30 countries, was car- 
ried by a seven-member delegation of Hong- 
kong activists for submission to the National 
People's Congress (NPC). Adding to local ob- 
servers' concerns was the denial of entry to 
delegation member Chong See-ming, a 
Chinese national resident in Hongkong 
since 1980, who has written critically of Pe- 
king. 

The case of Chong highlights the ambigu- 
ous position of those Hongkong Chinese re- 
sidents not holding a foreign passport when 
travelling in China — and after 1997, within 
Hongkong. Peking regards them as “com- 
patriots” and thus subject to Chinese law. 
One of the prisoners mentioned in the peti- 
tion was Hongkong resident Liu Shanqing, 
jailed in 1983 for “counter-revolutionary ac- 
tivities” resulting from his contacts with 
Chinese dissidents. 

Hongkong analysts are concerned at the 
implications of the case of Chong, a jour- 
nalist who was imprisoned in China from 
1985-87 on charges of forging documents, 
which he disputes. Chong currently writes 
for the magazine Cheng Ming, which is ban- 
ned in China. A Chinese Public Security 
Bureau official, Mao Fengpin, specifically 
stated that Chong was refused entry because 
of his past conviction and “suspicion of in- 
tent to conduct criminal activities,” because 
of his “poor performance” in Hongkong. 

“After serving his term and returning to 
Hongkong, [Chong] continued to publicise 
offensive opinions against [China] and the 
Chinese Constitution,” Mao told a press con- 
ference in Peking on 28 March. He added 
that Chong would be allowed entry "if he im- 
proves his performance in Hongkong." 

Chong, who entered China without 
difficulty a few months ago, has said 
that he was recruited in the 1950s into 
Vietnamese Communist Party while im- 
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prisoned as a revolutionary by the French 

Byron Weng, of the Chinese University 
Hongkong, said China's decision to refus 
entry to one of its own nationals, made sens 
politically. “Rather than opting to put some 
one in jail, they pass a message to hostil 
critics," he said. "The message is, we ma 
not put youin jail, but we will not permit yo 
to come here and criticise. In fact, the me: 
sage is wider — to anyone who thought thi 
gathering signatures on a petition woul 
influence anything in China, perish th 
thought." ! 

Delegation member the Rev. Hans Lut 
the assistant-director of the Hongkon 

based labour group Christian Industri 
Committee, told the REvIEW that the decisio 
personally to take the petition to Peking wi 
an attempt to underline its significance. TI 
signatures, collected mainly from wi 
Hongkong and Macau and inspired by sii 
lar petitions by intellectuals in China, hi 
also gathered international support, lackir 
in the past. "We felt it was very importa 
that we did not simply hand it in to th 
Xinhua News Agency Hongkong office [Pe- 
king’s representative].” | 

Lutz said one reason for China’s respon 
might have been a feeling on the part of 
Xinhua’s Hongkong branch that it had been 
snubbed. Fr Louis Ha, another delegation 
member, said Xinhua had been informed of 
the group's composition and itinerary after a 
Xinhua official initiated contact. But owing 
time pressures, no formal notification had 
been given to the agency. T 

Xinhua officials have made contradictory 
statements in reports as to whether or not 
they informed Peking about the delegation, 
though a senior official told the REVIEW that 
Peking had not been formally notified. 
"They may have heard from other sources," 
he said. Xinhua has indicated that a forma! 
approach might have made the petition's re- 
ception easier, but Lutz said an earlier query 
made to the office about the possibility of in- 
terviewing dissident prisoners had receivec 
a negative response. 

The Tianjin customs officials classified the 
petition as “propaganda” and said 2,000 
copies of a declaration on human rights, the 
petition and a letter to the NPC were in excess 
of the amount allowed as “personal” mate- 
rials under article 28 of the Customs Law 
The delegation, on arrival in Peking, submit 
ted a redrafted letter to the NPC protesting the 
seizure and asking that it request Tianjin offi 
cials to forward the signatures. A 

While one newspaper, The Hongkon, 
Standard, editorialised that Peking couk 
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perhaps expect reciprocity for persistent 
local demands that China not interfere in its 
internal affairs, it added: "It is because there 
is no such airtight guarantee that Hongkong 
would like to pre-empt any thoughts Peking 
might have about curtailing human rights in 
the territory after 1997.” 

Lutz, acknowledging that Peking could 
argue that the petition constituted internal 
interference, said human rights were based 
on à common standard. "The right to speak 
up and petition are guaranteed under the 
Chinese Constitution and the Draft Basic 
Law [the mini-constitution for Hongkong 
after 1997]." 

Andrew Stables, the Hongkong chair- 
man of the human-rights group Amnesty 
International, said: "Obviously it does not 
bode well for the future of Hongkong for 
legitimate concerns about political prisoners 
to be treated in this way. We believe human 
rights are a universal concern; that certain 
universal standards apply. No country can 
say these things are not anyone else's busi- 
ness." 

Delegation members, who met with 


PT i 
Hongkong del 
prominent dissident Fang Lizhi in Peking, 
said the fact they were conspicuously fol- 
lowed by security agents was an attempt to 
discourage attempts to contact local Chinese. 
Lutz described the incident as a clash of two 
political cultures. “Rights within China have 
to be asserted within the pyramid of what 
[Peking] judges to be acceptable." 

Weng said it was the mark of any gov- 
ernment which purported to be democratic 
to accept such petitions. "The best way 
is to receive it and then decide what to 
do with it, rather than refuse it," he said. 
"Their methods are clumsy — lousy. The im- 
plications for Hongkong are no doubt nega- 
tive." 


Robert Delfs writes from Peking: China's offi- 
cial media covered the incident involving the 
Hongkong human-rights delegation but 
mentioned neither the nature nor the origin 
of the petition — nor the number of signa- 
tures on it. A few informal man-in-the-street 





interviews in Peking suggest that most of the 
Chinese aware of the incident at all believe it 
involved an attempt by a known "criminal," 
Chong, and his confederates to smuggle 
anti-government propaganda into China. 

International awareness of the human- 
rights issue in China has recently intensified. 
Following violent riots in Tibet and the im- 
position of martial law there last month, the 
NPC foreign affairs committee protested at re- 
solutions on Tibet adopted by the US Senate 
and the European Parliament as “slanderous 
accusations and gross interference in China's 
internal affairs." 

Dissident academic Fang's exclusion 
from a banquet hosted by George Bush dur- 
ing the US president's recent visit to Peking 
has also drawn international attention to 
China's human-rights record. Fang drafted a 
letter to Chinese leader Deng Xiaoping on 6 
January calling for release of jailed dissident 
Wei Jingsheng and proposing a Chinese 
New Year's amnesty for political prisoners in 
the country. Fang's letter was ignored. 

The Hongkong delegation's petition 
posed a problem to Chinese authorities be- 





egation member Lau Chin-shek, a Catholic priest, in Peking. 


cause the signatories — including Hong- 
kong residents who will come under 
Chinese rule after 1997 and Overseas 
Chinese — cannot easily be dismissed as for- 
eigners interfering in internal affairs. It also 
threatens to fuse the general issue of human 
rights and political prisoners in China with 
questions about Hongkong's future. 

"The party is stiffening itself in expecta- 
tion of more attacks," a Chinese economist 
said. “They know there will be more pres- 
sure and they intend to brazen it out." 

Notwithstanding earlier petitions calling 
for the release of political prisoners from 
Chinese intellectuals, "the pressure on 
human rights is mainly international," 
another official said. "Domestically, the most 
dangerous thing would be if we are seen to 
be weak." 

Deng recently dismissed support for 
human-rights issues in China from some 
Western countries, the Hongkong-based 
leftist Wen Wei Po newspaper said. "We 
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should not fear what foreigners say," Deng 
was quoted as saying. 

Even so, the clumsy manner in which the 
Hongkong delegation was handled and the 
absurd grounds put forward as legal justifi- 
cation reveal a surprising insensitivity to its 
probable impact on public opinion in Hong- 
kong and abroad. “It was absolutely cretin- 
ous,” a diplomat here said. “They could so 
easily have accepted the petition in Peking 
and dumped it in a trash can there instead, 
and saved themselves a lot of trouble.” 


ments in response to Fang’s January 

letter and a petition signed by 33 
prominent intellectuals, denying there are 
any political prisoners in China and criticis- 
ing human-rights activists for attempting to 
press their case through foreign journalists 
and organisations. 

“Submitting opinions through proper 
channels to the party central committee, the 
state council or the NPC is welcomed,” state 
council spokesman Yuan Mu said at a press 
conference on 14 March, but “we disapprove 
of some people’s attempts to rely on assist- 
ance from certain foreign forces to exert pres- 
sure on our government.” 

Yan Mingfu, head of the central commit- 
tee's united front department, restating the 
official reason for Wei's imprisonment, as- 
serted the real issue was Wei's passing of mi- 
litary secrets to unauthorised recipients dur- 
ing the early stages of China's 1979 war with 
Vietnam. This information, Yan told Hong- 
kong delegates to the Chinese People's Poli- 
tical Consultative Conference (CPPCC), in- 
cluded the strength and names of command- 
ers of units dispatched to the Vietnam border 
area and contingency plans for dealing with 
a simultaneous Soviet invasion. 

But Wei was also convicted of writing and 
distributing “reactionary” articles which di- 
rectly attacked China’s Four Basic Principles 
— upholding the socialist system, proleta- 
rian dictatorship, leadership of the com- 
munist party and Marxism-Leninism Mao 
Zedong Thought. 

Under Chinese criminal law, counter- 
revolutionary crimes include not only 
treason, espionage and instigation of armed 
rebellion, but also “inciting the masses to re- 
sist or undermine the implementation of the 
law and decrees of the state” and the use of 
“counter-revolutionary slogans, leaflets or 
other means to spread propaganda inciting 
overthrow of the regime of the dictatorship 
of the proletariat and the socialist system.” 

Yan's remarks suggest that the leader- 
ship may be becoming more aware of how 
unacceptable such provisions are to Hong- 
kong residents. A motion to amend China’s 
Criminal Law, dropping or revising the arti- 
cles concerning counter-revolutionary of- 
fences, is now under consideration, Jiang 
Ping, vice-chairman of the NPC law commit- 
tee told a group of Hongkong and Macau 
NPC and CPPCC delegates. is 


C hinese leaders have issued new state- 
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1988 Final Results 


The profit for 1988 before extraordinary items was HKS3001.7 million, an increase of 25.3% over 1987. Additionally, there were extraordinary profits of HK$3859 milion (1987: nil). The audited 


consolidated results were: 



































Year ended 31st December 
1988 1987 
HKSM HKSM 
Tumover 25,107.6 20,166.4 
Operating profit 5,650.6 4,5654 — 
Net finance charges 554.6 4584 | 
Net operating profit 5.096.0 4,107.0 
Share of profits less losses of associated companies 215.8 178.8 
Profit before taxation 5,311.8 4,285.8 
Taxation 773.6 vo SS 
Profit after taxation 4,538.2 3.5705. - 
Minority interests 1,536.5 13744. 
Protit for the year before extraordinary items 3,001.7 2,396.1 
Extraordinary items 385.9 Pl 
Profit attributable to shareholders 3,387.6 2,396.1 
Earnings per share: ‘A’ shares 190.2¢ 1533€ - 
'B' shares 38.0€ 307€ - 
Dividends per share: ‘A shares — interim 23.0€ 1900. 
— tinal, recommended , 53.0€ 43 OE | 
76.0¢ 620€ 
‘S shares — interim 4.6¢ 3.80. 
— final, recommended 10.60 866. 
15.2€ 124€ 
Net assets per share: 'A' shares HKS14.44- HK$9.5T 
B shares HKS 2.89 


HKS1.90 ` 





ie profit for 1988 pelore extraordinary iterns increased by 25.2% and additionally there 

were extraordinary profits in 1988 of HKS3859 million, comprising the Group's share al 

profits relating to the disposal by Hongkong United Dockyards of part of its dockyard 
site net.of relocation and other expenses, and to the disposal by Swire Pacilic of associated 
development rights. Earnings per share have been calculated by reference to the profit before 
extraordinary items and the weighted average number of shares in issue during each year. 


- Cathay Pacilic Airways Limited reported attributable profits 33:596 higher than those of 1987. 
Hong Kong Aircraft Engineering Company's attributable profit increased by 33.296. Swire 
Properties’ results were also higher than those of the previous year The Hong Kong activities 
of the shipping, offshore services, and dockyard division improved but overseas results 
remained depressed, Profits within the industries division were similar to those of the previous 
year. The trading division had a very good year The insurance division performed satisfactory. 


Final dividends. The directors of Swire Pacific Limited will recommend to shareholders at the 
annual general meeting on 25th May 1989 the payment of final dividends of 530€ (1987; 
430€) per ‘A’ share and 10.60 (1987: 86€) per 'B' share payable on ist June 1989 tœ 
shareholders registered on 26th May 1989; the share registers will be closed from 15th May to 
26th May 1989, both dates inclusive. 


. The directors consider that the scrip dividend scheme, which has been in place since 1982. 

has served its purpose in that during this period Swire Pacific has retained substantial 
amounts of cash and thus has reduced its gearing significantly. Furthermore, with an ongoing 
Cost associated with servicing additional scrip, it is felt that it would be appropriate for the final 
dividends for 1988, and future dividends, to be settled wholly in cash. 


investment properties and net assets per share, In accordance with the policy of the 
Group, the annual valuation at open market value of investment properties was carried out at 
31st December 1988 by Jones Lang Wootton. As a consequence of the 1988 valuation there 
has been an increase of HKS64861 milion in the valuation reserves of the Group, as 


|» Compared with an increase of HK$4.023.1 million at the end of 1987 Taking into account both 


the retained earnings in 1988 and the increase in the valuation of investment properties, the 

net asset values of the shares of Swire Pacific at 31st December 1988 were HKS$1444 per A 
share and MK$2.89 per 'B' share, which compare respectively with HK$9.51 and HKS190 at 
31st December 1987. 





Financing. Net borrowings at 315t Dénsmbe 1988 erences to HKS6. 504, 8 milii ion Combe E 
with HKS6631.6 million a year earlier There was a significant decrease in net borrowings of. = 
Cathay Pacific Airways mainly reflecting the strong cash flow generated from operations, and = 
areductionin unrealised exchange losses in respect of long-term obligations caused principally — 
by the strengthening during 1988 of the Hong Kong dollar against the currencies of those 
obligations, However, this decrease was offset by increased net borrowings within other parts. - 
of the Group, chiefly in the properties and industries divisions, although strong demand for — 
development properties continued to provide much of the funding for the substantial capital - 
expendture within the properties division. 


Cathay Pacific Airways raises long-term finance in currencies in which it has substantial 
positive cash flows. This is done ta avoid any need to purchase foreign exchange in order to 
settie the resulting repayment obligations. it atso ensures that exchange fluctuations affecting 
the value of such obligations in those currencies are effectively hedged by corresponding, 
but offsetting, fluctuations affecting earnings. Forecast surplus foreign currency earnings 
exceed the relevant interest and loan repayment commitments in any year and hence a 
hedged position is maintained. 


1989 has started well fer both the aviation and property divisions. Despite delays 
in scheduled deliveries of new Boeing 747 aircraft, Cathay Pacific Airways expects another 
good year, provided that current generally favourable economic conditions continue, whilst 
Swire Properties looks forward to increasing income from its investment properties as its 
profits from developments for sale decline as planned. The industries and trading divisions — 
both expect considerably improved results, and the insurance division should consolidate ds .- 
contribution to Group profits. Another difficult year is foreseen for the shipping, offshore 
services and dockyard division. At this stage, prospects for the Swire Pacific Group as a 

whole for 1989 appear to be good but the inflationary trend in Hong Kong, primarily caused 
by a chronic shortage of labour and rising rents, is worrying. 


The Annual Report for 1988 wil be sent to shareholders on Grd May 1989. 


D.A. Gledhill 
Chairman 
Hong Kong, 30th March 1989 


Swire Pacific Limited 
The Swire Group 
Swire House, Hong Kong. 
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RELATIONS 


Thai-Singapore ties strained by labour evacuation 


Welcome no more 


By Rodney Tasker in Bangkok 


elations between Thailand and Singa- 
R pore took a buffeting as Thai naval 


ships, special trains and buses raced 
against the clock to remove from the island 
republic 10,000 Thai illegal workers before 31 
March. After that date, according to a new 
Singapore law, illegal foreign workers could 
be jailed a minimum of three months and be 
given three lashes of the cane. 

During a frantic 10-day period that resem- 
bled a wartime evacuation, the Thai Govern- 
ment sent four naval ships, two special trains 
and two air force transports to bring the 
workers home. The wealthier among them 
flew back at discount rates. The Thai Em- 
bassy and Bangkok Bank building were 
swamped with workers, most of whom had 
been duped by shady employment agencies 
in Thailand and Singapore into paying hefty 
commissions in the belief that they 
would be working legally. 

Singapore’s Immigration Act 
was amended in January to punish 
those illegal workers who over- 
stayed their deadline by 90 days. 
The new law was to be enforced 
from 31 March, though the Singa- 
pore authorities said those Thai 
labourers who registered before 
that date would be given a two- 
week amnesty to leave the island. 

Official statements from both 
capitals tried to smooth over the 
affair, but Thai officials remained 
privately unhappy. One popular 
theory in Bangkok is that the Singa- 
pore Government overlooked the 
presence of these workers when it 
desperately needed labour to complete 
several big construction projects, but that 
now there was no further use for them, they 
made the law so harsh that it prompted the 
exodus. 

Thai Prime Minister Chatichai Choonha- 
van, wondering aloud at a 28 March cabinet 
meeting about why a fellow Asean country 
was being so unfriendly, is reported to have 
remarked with a mixture of humour and sar- 
casm: “Maybe instead of sending ships we 
should send warships to Singapore.” 

Singapore-based diplomats have ex- 
pressed surprise at the existence of such a 
large group of illegal workers. Some Thai of- 
ficials feel that the Singapore Government, 
which keeps a tight hold on its own popula- 
tion of 2.6 million and has a reputation for 
minuscule vetting of individuals it considers 
as security threats, cannot have been un- 


28 


aware of the presence of so many foreigners, 
many of whom had been working there for 
several months. 

The Singapore Government view was 
that there had been several warnings in the 
past over illegal labourers, and that this 
should have given workers not just from 
Thailand, but also from Sri Lanka, Pakistan, 
India, the Philippines and Malaysia, time to 
take heed and leave. The Thais, who had 
been known to constitute the majority of il- 
legal workers, were by far the hardest hit by 
the new law. 

Chatichai modified his remarks to the 
cabinet after hearing from Foreign Minister 
Siddhi Savetsila and Deputy Interior Min- 
ister Wattana Assawahen and he sub- 
sequently ordered the Foreign Ministry to 
forge a “modus operandi" with Singapore to 
facilitate the exodus with no punishment for 
the workers and to sign an agreement which 





F 
illegal workers arrive in Bangkok on Thai naval vessel. 


would perhaps allow at least some of the 
Thais to return to the labour-starved republic 
legally, rather than adding pressure to the 
employment situation in Thailand. 


he only previous tiff between the two 
; countries was in January, when the 


Singaporeans were upset about 
Chatichai's unexpected invitation to Cambo- 
dian Premier Hun Sen to visit Bangkok for 
talks. Asean has a group initiative for ending 
the Cambodian conflict. 

A senior Thai official told the REVIEW that 
his government had warned the Singapo- 
reans that their action would provoke a "bad 
press" in Bangkok. Sure enough, the Eng- 
lish-language newspaper The Bangkok Post 
carried a cartoon depicting Singapore Prime 
Minister Lee Kuan Yew putting his arm 
around Chatichai and talking about friend- 
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ship, while a Nazi-style Singaporean police- 
man lashed a Thai worker at the stake. A 
commentary in the Thai-language Daily 
News referred to Singapore's action as "an 
offence to humanity" and a "violation of 
human rights." 

"We felt that as neighbours they 
shouldn't do this," the senior official said. 
Another senior official in Bangkok said that 
the main Thai concern was that Singapore 
should not punish the Thai workers — par- 
ticularly by caning them — "because it is 
not their fault." He added: "This is notin the 
interests of Singapore." 

Earlier in the affair, Wattana was sent to 
Singapore to oversee the return-home opera- 
tion, and after a meeting with Singapore's 
Senior State Minister for Home Affairs, Lee 
Boon Yang, said that he understood Singa- 
pore's problems and had informed its gov- 
ernment that Bangkok appreciated Singa- 
pore's goodwill and cooperation in the repat- 
riation of Thai nationals. That prompted the 
government-guided newspaper The Straits 
Times to say: "A possible rift between Singa- 
pore and Thailand, two parties in Asean, has 
been avoided." 

But when Thai Deputy Foreign Minister 
Prapas Limbabandhu subsequently visited 
Singapore, he told Singapore's Minister of 
National Development S. Dhanaba- 
lan and other officials of Thai con- 
cern that their workers should not 
be punished. The Thai press quoted 
him as saying that he told the Sin- 
gaporeans "that if Thais are con- 
tinuously treated like that, the over- 


all [bilateral] relationship will be af- 
fected — Thais aren't familiar with 
caning." 


There were believed to be per- 
haps hundreds more Thai illegal 
workers who did not register before 
the deadline, and therefore faced 
arrest. The big post-recession pro- 
jects the Thais were believed to have 
worked on are the new terminal for 
Changi airpórt, work on a stadium 
and the underground railway sys- 
tem. The construction sector is expected to 
continue booming in 1989 and 1990 and Sin- 
gapore's contractors are now besieging the 
government for new work permits so they 
can replace the Thai workers who have been 
repatriated. 

One thing the two governments did 
agree on was that action should be taken 
against the employment agencies in both 
countries which arranged for the Thais to 
go to Singapore after paying hefty commis- 
sions and in many cases surrendering their 
passports on arrival. Singapore officials also 
pledged to crack down on employers who 
had hired the illegal labourers, thus saving 
themselves the expense of paying the gov- 
ernment a monthly foreign employee's levy 
and getting away with paying lower wages 
than they would have, had they hired local 
workers. ul 
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SECURITY 


Singapore, Indonesia and Malaysia improve ties 


Fading suspicions 


By Michael Vatikiotis in Jakarta and 
N. Balakrishnan in Hongkong 


redominantly Chinese Singapore, 
P which since independence has built 

up its armed forces on the assumption 
that one day it may have to fight its Malay 
neighbours in Indonesia and Malaysia, is 
moving into anew phase of defence coopera- 
tion with those countries. The signing on 23 
March of an agreement on land-forces train- 
ing with Indonesia and the visit five days 
later to Jakarta by First Deputy Prime Minis- 
ter Goh Chok Tong, have underlined what 
analysts see as a trend for Singapore to shore 
up its own security by cooperation with its 
neighbours. 

While the tangible steps taken on military 
cooperation between these three countries 
remain limited, even these links would have 
been considered unthinkable two years ago. 
They indicate a major change in the geopolit- 
ical perception of Singapore's leaders. 

On the military front, both Indonesia and 
Singapore have wanted closer relations for 
some time. Indonesia is a perfect location for 
Singaporean defence training — being both 
convenient and strategically relevant. But 
the process has been a gradual one, mostly 
carried out behind the scenes. 

Moves to establish joint training facilities 
began in 1986. Sources say they grew out of 
frequent meetings between then Indonesian 
armed forces chief and current Defence 
Minister Gen. Benny Murdani and Singa- 
pore's Second Defence Minister Lee Hsien 
Loong. By mid-1987 Indonesia had offered 
land in Sumatra for an air-weapons range, 
finalised by the signing of a memorandum of 
understanding (MOU) in February this year. 

For Singapore, which already trains its air 
force in Taiwan and the US, the com- 
puterised range at Siabo, in North Sumatra, 
will be welcome. But some believe the real 
prize is the land forces training MOU signed in 
March. Although arrangements for the Sin- 
gapore army's actual use of the Baturaja 
training facility in South Sumatra is some 
way off, the agreement in principle signals, 
as one diplomatic source put it “a new open- 
ness about defence cooperation." 

Together with a recent understanding 
with Malaysia on military exercises, the 
agreements with Indonesia demonstrate just 
how eager Singapore is to establish bilateral 
defence ties in the region. Behind this, ana- 
lysts said, lies apprehension in the island re- 
public — once described as the “nut between 
the two arms of the nut-cracker” — about 
long-term regional stability. 
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However, Singapore is swift to deny it is 
in favour of an independent military defence 
pact with either of its neighbours. Singapo- 
rean diplomats in Jakarta have preferred to 
talk vaguely about policies of “mutual de- 
fence.” 

Singapore’s broader security concerns are 
also reflected, diplomats said, in the govern- 
ment's drive to raise the level of investment 
in neighbouring countries, which Singapo- 
rean Officials said was the major aim of Goh’s 
three-day visit. Some analysts believe Singa- 
pore also is anxious to dispel fears in its 
neighbours — fuelled by its recent debate 
over ideology — that it is too Sino-centric. 

The high ethnic Chinese profile of the Sin- 
gapore army arose as a reaction to the situa- 
tion in 1965, when the newly independent 
republic found itself with a small and predo- 
minantly Malay army and police force, with 
a disproportionate number of Indians at offi- 
cer levels. This was a result both of British po- 
licy — which had built up a Malay force to 
fight what was a mostly Chinese-inspired 
communist insurgency in the Malaya of the 
1950s and 1960s — and of the traditional 
Chinese view that an army career was a 
lowly one. 

The fact that Indonesia had engaged in a 
"Konfrontasi" policy to “crush” Malaysia 
and Singapore in the 1960s until the New 
Order became established in Indonesia 
under President Suharto, also added to Sin- 
gapore's suspicions of its biggest Malay 
neighbour. 

Singapore set out to acquire an army re- 
flecting its ethnic makeup by introducing 


Singapore military parade: cooperation. 


FAR EASTERN ECONOMIC REVIEW 


universal conscription. Prime Minister Lee 
Kuan Yew charted out an army career for his 
son, now the second defence minister, to 
help instil new respect for an army career. 
Ethnic Chinese officers — including Lee 
Hsien Loong, who became the army's 
youngest brigadier-general before retiring to 
enter politics in 1984 — were aggressively 
promoted. 

The army acquired Israeli advisers — an 
unfriendly message for its Muslim neigh- 
bours — and the air force was built up so that 
currently Singapore has more combat air- 
craft than both Indonesia and Malaysia com- 
bined. Singapore also built up permanent 
army training facilities in Taiwan, prompting 
some politicians in neighbouring Malay 
countries to brand Singapore a third China. 

However, cooperation with Malay neigh- 
bours was not entirely left out. Lingering 
Commonwealth ties meant that Singapore 
and Malaysia, though not Indonesia, were 
part of the Five-Power Defence Arrange- 
ment that also involved Australia, New Zea- 
land and Britain. And Singapore has good 
military relations with geographically re- 
moved Brunei. 

But the extent of the traditional suspicion 
between Malaysia and Singapore is demon- 
strated by the fact that there has not yetbeen a 
joint infantry exercise between the two coun- 
tries. The Malaysians always have been un- 
comfortable about Singapore's maintenance 
of a division of light tanks that can come in 
useful only for crossing into Malaysia by the 
causeway linking the two countries. 

In February 1987, Lee Hsien Loong 
caused widespread controversy in Malaysia 
and to a lesser extent in Indonesia, when he 
spoke about the role of the Malays in the Sin- 
gapore Armed Forces (SAF). He said: "If the 
SAF is called upon to defend the homeland, 
we don't want to put any of our soldiers in a 
difficult position, where his emotions for the 
nation may come into conflict with his emo- 
tions for his religion." Then, in October 1987, 
the prime minister had to apologise person- 
ally to Malaysia when four Singaporean sol- 
diers strayed into Johor's rivers. 

The announcement on 16 March that Sin- 
gaporean and Malaysian infantry would 
train together in each other's territory later 
this year, indicated the degree to which ten- 
sions have relaxed. Replying to questions in 
parliament a day earlier on what Singapore 
intended to do about the Indonesian and 
Malaysian plans to upgrade their armed 
forces, Lee Hsien Loong said: "I don't know 
whether our neighbours are going on shop- 
ping sprees [for arms]. But even if they were, 
it would not be necessary for us to follow suit 
because we are not in an arms race with 
them. We are friends with them." 

It is still a long way from the day when 
Singapore's tanks can pass peacefully 
along the causeway into Malaysia for exer- 
cises, but such a scenario — impossible to en- 
visage in 1987 — can at least now be con- 
templated. = 




























A royal snub 





ota Baru 


| elations between the Kelantan palace 
l^. and the state government have de- 
i teriorated to such an extent that a 
working relationship is now almost impossi- 
ble. Chief Minister Tan Sri Mohamed Yaacob 
took leave during Sultan Ismail Petra's 39th 
birthday celebrations, to save himself the 
embarrassment of not being invited to of- 
© ficiate at the birthday honours ceremony on 
+ 30 March. 
Seven of his supporters in the state as- 
- sembly, one of them an executive councillor 
- in the state government, were also left out, 
. apparently for having run down the sultan at 
-. their private meetings. Attempts tointercede 
~ on their behalf failed when they refused to 
.. apologise publicly as the sultan demanded. 
-. As a mark of solidarity with them, several 
. otherassemblymen who had been invited to 
: the ceremonies stayed away. 
Eventually, Mohamed will probably have 
-= toresign. "Obviously, we cannot change the 
^. sultan, so we'll have to change the chief 
= minister," said a federalleaderin Kuala Lum- 
; pur. Although most of the sultan’s wrath has 
~ been aimed at his own state leaders, the fed- 
- eral government will feel some of the heat as 
. Mohamed was picked by Prime Minister 
^. Datuk Seri Mahathir Mohamad. 
< In any case, the sultan has been harbour- 
_ ing suspicions of Mahathir since the prime 
minister tried to curb royal powers during 


FOREIGN 


_ By Charles Smith in Tokyo 
a apan may at last be making some head- 
way in its efforts to get on speaking 
| terms with North Korea, though only at 
© the cost of adopting the attitude of a 
.,  Inastatement made in answer to a par- 
. liamentary question on 30 March, Prime 
*. Minister Noboru Takeshita expressed 
> Japan's “deep remorse and regret" for its 
< past actions on the Korean peninsula and 
`. -proposed talks at government level with the 
= North on any issues "without precondi- 
__ tions.” The statement differed in two impor- 
tant ways from previous Foreign Ministry 
;; pronouncements on relations with North 
^ Korea. 





the 1983 constitutional crisis. Unlike with 
other royal birthday honours, no leaders 
from Mahathir's new United Malays Na- 
tional Organisation, or Umno (Baru), were 
on the list. 

Instead, the highest state honours went 
to five judges who were suspended for con- 
vening an emergency Supreme Court sitting 
last July, to hear an application by the then 
suspended lord president Tun Mohamed 
Salleh Abas to stop a tribunal from deliberat- 
ing on arguments for his removal. Salleh — 
who has since been awarded one of Kelan- 
tan's highest awards — was subsequently 
sacked, as were two of the five judges. The 
judges were feted at a royal banquet on 29 
March, where they were commended for 
their loyalty and politeness, justice and 
democracy. 

With Mohamed absent from the investi- 
ture ceremony, Deputy Chief Minister 
Datuk Ahmad Rastom Maher was invited to 
accompany the sultan into the throne room, 
where he later read out the state progress re- 
port and pledged allegiance on behalf of the 
state government. But the honour of reading 
the traditional pledge of loyalty on behalf of 
the Kelantan people — the most significant 
part of the ceremonies — went to Datuk 
Mohamed Nasir, who had been chief minis- 
ter from 1977-78. 

At the investiture ceremony, the sultan 
said he thought that the many incidents of 
the past year “would not have occurred if cer- 
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Bow to the North 


It referred to North Korea by the coun- 
try's official name, the Democratic People's 
Republic of Korea (DPRK) and avoided any 
reference to the detention by Pyongyang of 
two Japanese seamen — arrested in the so- 
called No. 18 Fujisanmaru incident. A For- 
eign Ministry statement issued as recently as 
20 January dwelt at length on the Fujisan- 
maru affair and spoke throughout of "North 
Korea," rather than the DPRK. 

The Takeshita statement was timed to 
precede the arrival in Pyongyang of a mis- 
sion led by Makoto Tanabe, former secret- 
ary-general of the Japan Socialist Party, 
which Japan hopes will achieve an important 
breakthrough in relations with the North. 

The Tanabe mission is said to have been 
entrusted with a letter to North Korean Presi- 
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tain people understood their limitations and 
stayed within the boundaries of their pow- 
ers.” In a scathing indictment of Mohamed 
and his supporters, he added: “But they 
were greedy for power and they did every- 
thing to stay in power. Unfortunately these 
people tried to justify their wrongful actions 
and therefore they became an issue.” 

Although the sultan only alluded briefly 
to the problem, everyone understood the 
depth of his fury, given the inhibitions of the 
polite language of the court and the fact that 
the sultan had never before made such a 
speech. "I will fulfil my duties as sultan and 
ensure that there is justice for all. Previously, 
my advice had been taken as [a form of] 
humiliation by those in power. But my ad- 
vice was made from the heart for love of the 
people and there was no humiliation meant. 
I will continue to advise and I hope these 
people will listen. I am not influenced by 
anybody," he added pointedly. 

The last point was important because the 
sultan is a nephew, through marriage, to 
Mahathir's political rival, Tunku Razaleigh 
Hamzah. Kelantanese politicians explained 
that increasingly, the sultan has been acting 
out of his own convictions — leading to the 
row last year over the transfer of 20 district 
officers in which Mohamed had submitted 
one list and the royal-appointed state Public 
Services Commission (PSC) another. Only in 
mid-March was the Psc list gazetted. 

On 9 March, 10 assemblymen from the 
opposition Parti Islam and three indepen- 
dent assemblymen chose to attend an Is- 
lamic forum launched by the sultan, skip- 
ping the first ofa scheduled two-day state as- 
sembly sitting. In their absence, the Umno 
(Baru) assemblymen sat for only 45 minutes 
— and there is now debate as to whether 
their absence will cause the 13 to lose their 
seats, prompting a clutch of by-elections. m 





dent Kim Il Sung from Shin Kanemaru, a rul- 
ing Liberal Democratic Party (LDP) elder 
Statesman, proposing an LDP mission to the 
North. Tanabe is also said to have been asked 
by Takeshita to try to bring back a reply to 
Japan's proposal to hold government to gov- 
ernment talks. 

If Pyongyang responds to Japan's over- 
tures, Tokyo may offer to pay reparations to 
the North to atone for damage inflicted dur- 
ing and before World War II. Japan will 
naturally also want to discuss the Fujisan- 
maru incident, but the government is taking 
care not to give the impression that the inci- 
dent must be settled before other matters can 
be taken up. 

Japan's overtures to the North appear to 
have been welcomed in Seoul but have yet to 
elicit a definite response from Pyongyang. A 
Foreign Ministry spokesman told the REVIEW 
that the government had not been able to 
confirm reports that the North Korean am- 
bassador to Peking had commented posi- 
tively on recent Japanese moves. u 








NORTH KOREA 


Kim raises anti-impertalist bogey for world festwal 


Cold War echoes 


By Louise do Rosario in Pyongyang 


nan era awash with Soviet-style glasnost 
and international détente, North Korea 


diplomatic relations with North Korea. 
China, which withdrew from the festival in 
the 1960s, accusing it of being Soviet-domi- 
nated, will also send a delegation as a 
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Pyongyang city centre: challenge. 


tennis championships in the mid-1970s, and 
it was bitterly disappointed that its demands 
to co-host the 1988 Olympic Games with 
Seoul could not be met. Now, it must grap- 
ple with the security and financial problems 
that come with hosting an eventon this scale. 

The arrival of 15,000 participants from 150 
communist, Third World and Western coun- 





countries are hostile to us," said Kang. 
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cow." 

There is some indication that delegates 
from Western countries may want to bring 
up issues Pyongyang would rather were left 
unsaid. Some delegates have sought written 
assurances that they can bring in any litera- 
ture and any persons they want for the July 
festival. Pyongyang, however, has no inten- 
tion of limiting the topics to be discussed, 
Kang said. "Itis up the festival to decide," he 
said. "We are just providing the venue." 

Because of its troubled economy, Pyong- 
yang is seeking foreign sponsors for the festi- 
val, except from the US and Japan, sources 
say. East Germany and the Soviet Union re- 
portedly will be the main financial backers. 

Pyongyang will use many of the lavish 
facilities and hotels it constructed when it 
hoped to co-host the 1988 Olympics. The 
Kwangbok Street, an 18 million m? residen- 
tial area, will be opened especially to house 
the delegates. Lined with dozens of impres- 
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First national poll aims at creating more stable image 


Enticing investors 


By Rodney Tasker in Bangkok 


preme People's Assembly — the first 

national election since the Lao 
People's Revolutionary Party took power in 
December 1975 — was clearly meant to por- 
tray theimage of a democratic, stable country 
which foreign investors can trust, rather than 
be a meaningful political excercise. No oppo- 
sition parties are allowed in the small, land- 
locked-country, and about two-thirds of the 
candidates for the 26 March poll were from 
the party. 

But most foreign observers saw the re- 
placement of an appointed assembly with an 
elected one as a way to bring more compe- 
tent minds to bear on questions oflegal struc- 
ture and policymaking. The average age of 
candidates was lower than that of the ruling 
party hierarchy, and while ballot slips were 
devised in a way that voters were encour- 
aged to choose the party's preferred men at 
the top of the list, at least one observer saw 
people opting for those at the bottom. 

In any case, the party hierarchy did not 
submit itself for election, which meant that 
party leader and Premier Kaysone Phomvi- 
han, 68, retains his dominant position. The 


T he much-heralded election for the Su- 
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Villager casts vote: image building. 
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veteran Pathet Lao leader, who has headed 
the government since it took power, told for- 
eign reporters on the eve of the election: 
"The people will not let me retire." Fellow 
Pathet Lao old guard member, acting Presi- 
dent Phoumi Vongvichit, said: "There is to 
be absolutely no change." 

Given the dearth of any recognisable 
names in the list of 121 candidates running 
for the 79 assembly seats, attention was 
drawn to the election success of Kaysone's 
wife, Thongvin Phomvihan. She won hand- 
somely in the capital of Vientiane, where 14 
candidates ran for 11 seats. Thongvin is the 





DEFENCE 


FSX hits turbulence 


By Nigel Holloway in Tokyo 


n unprecedented row is shaping up 

between Japan and the US over the 

delay in gaining congressional ap- 
proval for the joint development of Japan's 
advanced fighter, the FSX. President George 
Bush is seeking clarification of the agreement 
signed last November, and talks between the 
two sides ended in Washington on 29 March 
with some Japanese officials contending that 
the US had broken a promise to back the 
deal. 

The White House wants three points 
cleared up before notifying Congress that the 
¥165 billion (US$1.24 billion) project should 
go ahead: what share of the production 
work the US will receive; the technological 
spinoffs it will gain; and whether the com- 
puter programs used to control the air- 
craft, a remodelled version of the General 
Dynamics F16, should be handed over to 
Japan. 
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If the computer programs are not pass- 
ed on, it will be difficult to coordinate the 
aircraft's radar, avionics and weapons sys- 
tems. The agreement already guarantees US 
access to technology "derived" from the co- 
development, but the American side wants 
to ensure thatit can buy any "unique" Japan- 
ese technology used. And Bush wants a 
promise that US contractors receive at least a 
4076 share in the production of the 130 FSX 
jets. No date has been set for new talks. 

Some Japanese officials believe the US is 
seeking an excuse to try to improve on a deal 
already agreed upon. The director-general of 
the Japan Defence Agency, Kichiro Tazawa, 
has criticised the Bush administration's 
handling of the affair, saying it was "unfair" 
of the US to raise objections “just because its 
administration has changed." 

The coming together of trade and defence 
issues has given ammunition to “techno- 
nationalists" in both Japan and the US 
and threatens to undermine further the 


FAR EASTERN ECONOMIC REVIEW 


ddy 


leader of the women’s wing of the party. 

The official Vientiane press played up the 
fact that one of the new assembly’s initial 
tasks will be to promulgate the country’s first 
constitution under the communists. How- 
ever, this is not likely to happen until early 
1991, and then the charter will be put to the 
people in some form of plebiscite. 

The assembly also will have to inject legal 
substance into other spheres of government 
policy, perhaps including a revision to the in- 
vestment code drawn up last year, which is 
vague and in need of updating and clarifica- 
tion. Laos badly needs an influx of the for- 
eign currency which investment will bring. 

The attractions for foreign investors are 
mainly primary products, such as timber, 
coffee and various minerals, though at least 
one multinational is believed to be investigat- 
ing the potential of Laos’ tobacco industry. 
Some investors, particularly the numerous 
businessmen whoare beginning to visit Vien- 
tiane from neighbouring Thailand, also are 
looking at the country’s tourism potential. 

When Kaysone made a brief visit to Thai- 
land recently and held talks with Prime 
Minister Chatichai Choonhavan, he told the 
Thai press of Laos’ “new way of thinking” in 
terms of cooperation with any country, re- 
gardless of ideology. He described Laos’ 
backward economy as currently growing 
under “state capitalism along the lines of 
Lenin.” That attitude may encourage a surge 
in foreign investment, paralleling the interest 
of foreign investorsin neighbouring Vietnam 
and Cambodia. And it will help Vientiane to 
be able to point to an elected assembly as a 
sign of stability, however nominal. ia 


Takeshita government which is already reel- 
ing from the Recruit shares scandal. Im- 
mediately after the Washington talks broke 
down, an influential group of rightwingers 
in the ruling Liberal Democratic Party de- 
manded that Japan scrap the agreement and 
build a plane by itself, as some government 
departments originally wanted to do. It was 
the US which pressured Japan into joint de- 
velopment. 

Japanese defence contractors are already 
preparing contingency plans to develop 
their own computer software for the FSX, 
and some officials and industrialists, such as 
Kosaku Inaba, president of Ishikawajima- 
Harima Heavy Industries, argue that Japan 
should increase its bargaining power by 
stepping up its military research to the point 
where it would be indispensable to the US. 
Others say it would be difficult to overtake 
the US — and possibly “unfortunate” if it 
did. 

Some politicians and academics in Tokyo 
believe that both Washington and Moscow 
are afraid of the long-term threat posed by a 
resurgent Japan. This view may gain ground 
if US-Japan relations continue to sour and 
friendship between the US and Moscow 
blooms. s 
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1988 Final Results 





Results: The audited consolidated results for Cathay Pacific Airways for the year ended 31st December 1988 were: 





























Year ended 31st December 
1988 1987- 
HKSM HK$M 
Turnover 15,097.7 11,708.7 
Operating profit 3,750.8 2,943.5. 
Net finance charges __ 564.8 433.5 
Net operating profit 3,186.0 2,510.0 
Share of profits of associated companies 99.7 70.9 
Profit before taxation 3,285.7 2,580.9 
Taxation __ 446.9 450.3 
Profit after taxation 2,838.8 2,130.6 
Minority interest 2,823.7 14.8 
Profit attributable to shareholders 1,031.2 2,115.8 
Dividends 1,792.5 __ 802.0 
Retained profit for the year = 98.6 1,31 3.8 
Earnings per share | 98.6¢ 274,36 








I988 has been another year of expansion and record results with all major factors 
continuing to favour the airline. The sustained high level of demand for both passenger 
and cargo services enabled the airline to operate throughout the year at a record load 
factor despite a substantial increase in capacity. Revenues benefited from the Hong Kong 
dollar being pegged to the weak United States dollar and this helped to absorb the 
impact of higher unit costs mostly associated with exchange fluctuations. The profit 
attributable to sharehokders increased by 33.5 per cent. over the 1987 resul to 

HKS? 823.7 million. 


Dividends: An interim dividend of 90€ per share absorbing HK$257.8 million was 
paid to shareholders on 30th September 1988. The directors will recommend to share- 
holders at the annual general meeting on 24th May 1989 the payment of a final dividend 
af 270€ per share absorbing HKS773,4 million, payable on 3ist May 1989 ro share- 
holders registered on 26th May 1989. The share register will be closed from I5th May 
io 26th May 1989, both dates inclusive. The total dividend for 1988 would thus amount 
to 363X per share, as against 28.06€ per share paid in respect of 1987. 


Operations: One new Boeing 747-300 passenger aircraft was acquired during the 
year together with four TriStars and this brought the Company's complement of aircraft 
up to thirty although one of the newly acquired TriStars was not introduced into service 
until after the year end. The average revenue load factor improved from the bigh level 
in 1987 of 73.6 per cent, to 75.4 per ceat., a level hitherto considered unattainable 
over sustained periods of time. 


Financing: Net borrowings at 31st December 1988 amounted to HKS4 666.7 million 
compared with HK$6,222 4 million a year earlier. The decrease reflects the high level 
of cash flow from operations. Although the Hong Kong dollar weakened. on average 
throughout 1988 compared with 1987, it strengthened towards the end of the year when 
its weighted value relative to the currencies in which most.of the borrowings were 
denominated was higher than at the end of 1987. This, together with the repayment of 
part of these obligations, explains why the long-term unrealised exchange loss on foreign 
currency financings at Hst December 1988 reduced to HKS4 157.4 million from 
HKS$5,046.3 million a year earlier. 

it is Company policy to raise long term finance in foreign currencies in which it is 
intended that future revenues will be used to repay the borrowings. This ensures that 
exchange fluctuations affecting the value of such foreign currency obligations are 
effectively hedged by corresponding, but offsetting, fluctuations affecting revenues, 


The Swire Group 


Forecast surplus amounts of revenues in these foreign currencies are sufficient to 
meet the interest and loan repayment obligations inany year and hence a hedged position 
is maintained. 


Prospects: Indications are that 1989 should be another good year and the Company 

is increasing Capacity as much as possible to cope with the anticipated high level of 
demand. However, the airline industry is of a cyclical nature and there are many factors 
which can influence profitability. Improvement depends upon further growth in traffic 
volumes, yields, and control of unit costs and the efficient utilisation of all resources. 
Traffic forecasts for the current year are optimistic but there are signs of rising inflation, 
including fuel prices, and increasingly congested facilities at airports and in the skies 
can only have an adverse impact on costs. Significant growth in passenger and cargo 
traffic demand is forecast not only for the region but also the long haul services to 
and from Australia, Europe and North America. To provide for future expansion the 
Company has orders on hand for five Boeing 747-400 long range aircraft, three of 
which were due to enter into service in I989. A third Boeing 747 freighter was also 
ordered for delivery in 1989. Duet manufacturing delays, however, one Boeing 747-400 
and the freighter may not be delivered until the following year, To provide more much 
needed immediate Capacity arrangements are being made to purchase two additional 
TriStars. In view of the strong long term demand for new equipment the Company 
has also protected Hs future requirements by taking options on an additional nineteen 
Boeing 747-400 aircraft for deliveries up to October 1995. An order for aircraft that 
will eventually replace the TriStars in the mid-I990's in expected to be placed shortly. 


Earnings per share ate caleulated by refeecence to the profit atiriburable te shareholders of 
HRSZ 821.7 million (1987: HESZ, HB milion) ard to the 2 864,51, 540 shares in issue throughout the 
year 1987 weighted average: 2.846 829,320 shares). The annual report for 988 including the chairman's 
statement and the audited accounts for the year ended Sia December T988 will be sent. shareholders 
on 3rd May 1989. 


zs d DA. Gledhill 
Chairman 


Hong Kong, 28th March 1989, 




























' ing at the sixth plenum of the party 
= central committee in late March, call- 
-ed on the party to accelerate the pace of eco- 
nomic reform, but rejected appeals from 
some members to overhaul the country’s po- 
litical system. 
. The plenum, which had been postponed 
several times, met from 20-29 March to 
review the reforms introduced since the sixth 
party congress in late 1986 and to evaluate 
Hanoi's recent foreign policy initiatives on 
Cambodia, China and Asean, according to 
_ Vietnamese officials and reports in the Viet- 
|. namese press. 
-. According to diplomatic sources, Premier 
.. Hun Sen of the Vietnamese-backed govern- 
— ment in Phnom Penh made an unan- 
*. nounced visit to Hanoi the day before the 
plenum began and Viet- 
nam's  ambassadors to 
-o Bangkok and Jakarta were re- 
“called for two days at the end 
<: of the meeting, prompting 
* speculation that Hanoi and 
+: Phnom Penh were preparing 
.' to launch new peace initia- 
_ tives on Cambodia prior to 
-< the Sino-Soviet summit next 
< month. 

2. Some diplomats thought 
- Hanoi might announce a 
_ more precise timetable for the 
~ Withdrawal of its remaining 
< forces from Cambodia or that 
. Hun Sen might offer new 
-— concessions to Prince Noro- 
— dom Sihanouk, leader of one 
-— of the Cambodian resistance groups. 
- As the plenum opened in Hanoi, Viet- 
. namese and diplomatic sources speculated 
-> that one or two members of the party's 13- 
= man politburo would step down and that 
^ several younger central committee members 
.. — possibly Pham The Duyet, Hanoi's new 
¿= party boss, and Phan Van Khai, the new 
:« head of the State Planning Commission — 
_ would be added to the politburo to begin pre- 
. paring for a generational change. The aver- 
- age age of the politburo is 71, one official 
-> noted. But in the end, no changes in leader- 
= ship were announced at the plenum. 

. The central committee also discussed a 
-. proposal to hold a special party conference 
-.. this year, according to Vietnamese officials. 
> Late last year when party chief Nguyen Van 
<- Linh was ill and recovering from surgery in 
~ the Soviet Union, Vietnamese and diploma- 





Linh: leadership pledge. 





tic sources reported that he had requested 
permission to retire during a conference 
then being tentatively scheduled for early 
1989. 

But a healthier Linh put an end to these 
reports in February when he said in a speech 
to officials in Ho Chi Minh City thathe would 
continue to lead the party until the seventh 
congress scheduled for 1991. "The party 
can't change Linh at the moment, because 
the public would feel they had another 
caretaker leader," noted one diplomat in 
Hanoi. "Linh doesn't have charisma, but 
he's reliable. He stands for things which 
prove that you can see light at the end of the 
tunnel.” 

In reviewing the impact of the two-year- 
old renovation campaign in his closing 
speech to the plenum, Linh said: “We have 
recorded initial important results in some 
key aspects of social life. A wider range of 
consumer goods and food- 
stuffs have become avail- 
able in greater quantities. 
The grain supply has, in gen- 
eral, been less strained. The 
rate of price increases has 
slowed down.” 

Most foreign observers in 
Hanoi agree with Linh’s as- 
sessment. “The Vietnamese 
are finally getting serious,” 
noted one Eastern bloc dip- 
lomat. “In the past, they in- 
troduced a lot of reforms, but 
they were poorly im- 
plemented. For the past few 
months, they've been work- 
ing hard at implementing the 
new policies and you're start- 
ing to see some results." 

But the plenum communique warned 
that "progress so far is not yet uniform . . . 
and the socio-economic situation remains 
beset with acute difficulties." The com- 
munique said "shortcomings still remain in 
the party's leadership," including "delays in 
institutionalising the party's resolutions." 

Vietnamese officials and communist dip- 
lomats in Hanoi say many mid-level 
bureaucrats still refuse to implement the re- 
forms, either because they donot know what 
to do or because they fear they will lose their 
influence. 

The plenum concluded that the party's 
"most urgent task" is to slow inflation, which 
the communique called "a burning social, 
economic and political issue, a prerequisite 
for taking the socio-economic situation out of 
the crisis and embarking on a stable and de- 
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veloping situation." Linh, in his speech, 





blamed rapidly rising prices on low produc- 
tivity and costly state subsidies. 

Vietnam's runaway inflation, which 
often averaged more than 700% in recent 
years, appears to have slowed since late last 
year, thanks to increased production and 
cuts in government spending since the re- 
forms began two years ago. Vietnamese 
economists say the inflation rate fell below 
10% per month during January and Feb- 
ruary, though some foreign observers be- 
lieve it is substantially higher. | 

In his closing speech, Linh called on the 
party to “accelerate the cause of renovation,” 
warning that “nothing is more dangerous to 
the revolutionary cause than losing our di- 
rection.” But he rejected the call of “a number 
of comrades” to “clarify the model of social- 
ism .. . the model of socialist industrialisa- 
tion, and so forth.” 

“Tous, raising such an issue is tooencom- 
passing,” Linh said, arguing that this issue 
should be resolved by a larger party congress 
and not by a central committee plenum. The 
party meeting concluded that the aim of re- 
form was to achieve socialism more quickly, 
not to change that basic goal. “Renovation in 
thinking is aimed to overcome what is incor- 
rect and enrich the correct ideas about the era 
and socialism, and to creatively apply and 
develop, not to deviate from, the principles 
of Marxism-Leninism,” the communique 
concluded. 


enovation of the political system is 
“aimed at strengthening the party's 
leading role,” the communique said. 
“We do not allow those who take advantage 
of democracy and openness to attack the 
party and its leadership,” Linh said. 

The central committee reaffirmed the im- 
portance of the private sector and economic 
cooperation with non-communist countries 
in developing Vietnam’s economy. In his 
closing address to the plenum, Linh said that 
the party must guard against “being pre- 
judiced against private economic compo- 
nents,” but he also warned against “having 
only praise for these economic components 
without realising their limits.” | 

Vietnamese and diplomatic sources in 
Hanoi said that the central committee 
plenum had been postponed several times 
since late last year because of differences 
within the leadership on the pace of reforms. 
But most observers in Hanoi believe that dis- 
putes among party leaders are much less 
pronounced than they were in the middle of 
last year. 

"Past differences between reformers 
and conservatives are no longer true," ob- 
served one diplomat. "Political alliances are 
evolving very quickly. [Premier] Do Muoi is 
the best example. He's now choosing the 
side of the reformers on many issues," the 
diplomat said, alluding to Muoi's reputation 
of being opposed to reform prior to his elec- 
tion as premier in June 1988. n 
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Traveller’s Tales 


t has become fashionable to talk of the 

shifting of the huge geopolitical tectonic 

plates which have divided the world for 

so long, as China moves a little closer 
towards the Soviet Union and India, as the 
Soviet Union edges towards Europe and the 
US, as the US and Canada join into a single 
market and as Western Europe prepares to 
follow suit. 

What other great shifts might take place 
in the unforeseeable future? A splitting up of 
China along the Yangtze River valley? A 
break-up of the Soviet Union along the line of 
the Ural Mountains, with the lands to their 
west rejoining Europe and those to the east 
rejoining Asia? Or a fracture generally fol- 
lowing the line of North America’s Rocky 
mountains? (below) 


— 
-r 2 Mes 





The states to the east of this new grand 
canyon could continue to incline towards the 
Atlantic, while the 11 states to the west 
(California, Oregon, Washington, Montana, 
Idaho, Wyoming, Colorado, Utah, Nevada, 
Arizona and New Mexico, plus possibly bits 
of Texas), in addition to parts of Canada 
(British Columbia and Alberta) with Alaska 
thrown in for good measure, could get on 
with the business of becoming part of the 
largest and fastest-growing market of all, the 
Pacific Basin. 


Such thoughts struck meas I stood recent- 
ly by a small pool in Wyoming/s Yellowstone 
Park, situated on North America's Continen- 
tal Divide. Every spring the pool rises; from 
one end the waters flow off eastwards, join- 
ing with the Missouri and Mississippi rivers, 
ending up in the Gulf of Mexico. From the 
other end of the pool the waters wind 
through the mountains and end up in the 
Pacific. 

In some ways the pool symbolises the di- 
lemma facing the Pacific states: the rest of the 
US has been the traditional market for their 
plentiful resources, but today more logs, 
ores, grains, fish, fruits, and meat are being 
shipped to East Asia, which is regarded with 
increasing resentment. Even investment is 
resented. The hi-tech Japanese factories on 
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the outskirts of Portland, Oregon, for exam- 
ple, are not seen so much as providing em- 
ployment as access to the US market, while 
the purchase of cattle farms in Montana is 
unfair. "Hell," said one farmer, "We spent 
years hammering away to get them to buy 
more beef. As soon as the Japanese increase 
their quotas, they buy our ranches and start 
selling themselves their own beef." 


Japan can take little comfort from 
American Insight, a new survey by Opinion 
Dynamica Corp. which shows that 75% of 
Americans think that other countries take 
advantage of the US in trade while an equal 
proportion would specifically restrict Japan- 
ese imports until Tokyo brings the mutual 
trade into balance. The survey shows two 
disturbing trends. 

Traditionally, better-educated, wealthier 
people have been more receptive to free 
trade and investment from overseas, protec- 
tionism in the US being identified with 
"know-nothing" irrational fears. Today, the 
poll results show these segments of US so- 
ciety are those most likely to favour punitive 
action to correct "unfair" business practices. 

Also, residents of the Pacific states have 
traditionally expressed the most favourable 
attitude to Japan. Today, fully two-thirds of 
the population of these states (67%) believe 
that Japan is unfair in its business dealings 
with the US. As one of the survey analysts, 
Bill Watts, a former State Department and 
National Security Council member, now a 
specialist in US attitudes towards Asia, com- 
ments: "President Bush leads a nation that is 
uneasy and, in many ways, cantankerous. 
Americans are ready to take a swing at per- 
ceived threats and shortcomings." 


Neither do the Pacific states trust their 
own capital, Washington, much more than 
they do Tokyo. Montanais typically ambigu- 
ous in its feelings about Mike Mansfield, the 
man who was a long-serving congressman 
and, until recently, long-serving US ambas- 
sador to Tokyo. He put the state on the inter- 
national map but, not only has he retired to 
live in one of the sunshine states in the US 
South, he is felt to have been far too soft on 
Japan and its trade practices for many years. 
More pertinently, it is felt that the nation's 
capital is largely up for hire, with foreign in- 
terests simply paying their price for legisla- 
tion — orforittobe watered down. Japanese 
firms registered in the US made massive 
campaign contributions during last year's 
presidential elections (REVIEW, 2 Mar.), while 
in addition 152 similar companies and Japan- 
ese Government agencies paid more than 
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US$100 million to 113 US firms to lobby for 
their interests in Washington (Canada has 61 
such representatives, Britain 44). Lee 
Iacocca, the US’ former automobile cham- 
pion industrialist, has compared the many 
US trade officials now in the service of other 
countries to traitors, to CIA men who go to 
work for the KGB. 


At one of my stop-offs on a recent trip to 
some of the US Pacific states, I took part in a 
symposium on the challenges and oppor- 
tunities to the US of the Pacific. Another par- 
ticipant was the Bostonian statesman Flliot 
Richardson who has held many distin- 
guished posts of US cabinet and ambassa- 
dorial rank. He made a wise speech about 
the difficulties the US was experiencing in 
seeing itself in decine, like Britain after 
World War II. In an interdependent world, 
no one country could project or impose its 
power; no one nation could be the world's 
policeman or sheriff. The major world prob- 
lems — terrorism, debt, pollution, food, in- 
vestment, exchange and interest rates — 
were international and could only be solved 
internationally. Moscow was coming to the 
same imperialistically sad conclusion. 


Right on! But perhaps it would have been 
more honest it the audience had been told 
not only of Richardson's past achievements, 
but of his present job with the Association of 
Foreign Investors in America, one of Wash- 
ington's lobbying firms. And he is only one 
of many, equally senior, former politicians 
and officials who have used what is called 
"Washington's revolving door." Japan may 
have won some anti-protectionist battles, 
but could lose the war to public opinion. 


Back in Asia, more and more people are 
seeking to follow the Japanese push to suc- 
cess. Bangladesh is producing its own ver- 
sion of a "Look East" policy — an impression 
confirmed by an advertisement in a Dhaka 
magazine for instant noodles, which are 
enough to make anyone work hard: 


NOODLE LOVERS JAPANESE - 
ARE HARD WORKING © 

YOU ALSO CHANGE YOUR FOOD 
HABIT AND TAKE MORE CARE OF | 
YOUR HEALTH i. 
LIKED BY ALL-YOUNG ANDOLD - 
4/7 INSTANT 
NOODLE — 
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.  nesday after the sun sets. Up the 
hill to a dusty outdoor stage behind 
the government television station 


Uu _ they come by the hundreds, mostly young, 


.. mostly male, mostly Malay. They are called 
*. kutus, literally lice in Malay, and they have 


S come to listen to loud rock music. "Rock is 


.. ourlife," a young man named Zai yells after 
_ the music begins, his explanation of why he 
.. comes week after week. “This is our music.” 
-. His friends cheer their approval. 


These Wednesday night concerts in the 


.. Open air promise an escape for Kuala Lum- 
^. pur's young and restless. With the strictures 
— of Islamic fundamentalism pressing in on 
~. one side and, on the other side, the drudgery 
_ of working or looking for work in a place 
-. where the unemployment rate is more than 
= 35% among 15-24 year olds, rock music of- 
* fers relief: membership in the club of the 
^. kutus, Malaysia’s version of punk rockers. 


In most places, being a punk rocker with 


_ the regulation long hair and skintight jeans 
. and the occassional appearance of safety 
¿pins and chains, is a rather unremarkable 
= form of rebellion. Butin Malaysia, kutus and 
_ their music are the flip side of the resurgence 
of Islamic fundamentalism. As the dakwah 
.. movement of proselytising Muslims swept 


- first through the universities and then 


-= spread its telltale signs of young men in 


-. Arab-style robes and young women in veils 
-:. from the city to the kampong and from the 
university to the primary school, kutus 
. emerged as the underbelly of this revival. 
. Dakwahs inhabit the universities and kutus 
-. inhabit the shopping malls. 


Kutus, like dakwahs, are bumiputras, 


. meaning sons of the soil and referring to 
-. Malays and the indigenous people of Sabah 
. and Sarawak who combined make up 
: -slightly more than 50% of Malaysia's popula- 


_ tion. Theirs is a competition among Malays; 


- Malaysia’s Chinese and Indians are on the 
_ Sidelines. When being young and Malay 
Means choosing sides between the club of 
_ the dakwahs at one extreme and the club of 
~ the kutus at the other, popular culture be- 
< comes a partisan pastime. 


This great divide between kutus and dak- 


- wahs illustrates the temper of social life in 
. today's Malaysia. Kutus and their music 
have become a tangible, visible flash-point 
© for a wider debate on what influence fun- 
~ damentalism should have on everyday exist- 
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z By Margaret Scott in Kuala Lumpur 
) heir procession begins every Wed- 


ence now that the Islamic revival has gone 
from the fringes to the centre of Malaysian 
life. Kutu culture, a provocative, challenging 
alternative, is a convenient target for what is 
at the root a debate over national identity. 

The government of Prime Minister Datuk 
Seri Mahathir Mohamad is smack in the mid- 
die of the debate. Sometimes Mahathir’s 
government plays umpire as fundamen- 
talists excoriate rock music as satanic and de- 
cadent and demand that it be banned. Some- 
times the government plays a game of one- 
upmanship, launching an on-again, off- 
again crusade against rock music as if to 
prove its credentials among the faithful. For 
fundamentalists and for the government, 
rock music represents Western. decadence, 
polluting its fans. ! 

Banishment was the government's firs 
tactic. This merely transformed rock music 
into forbidden fruit. In 1986 there was a 
rowdy night in Penang at an outdoor concert 
dubbed the Battle of the Bands; some chairs 
were thrown on to the stage, the police came 
and there were some arrests. Mahathir called 
such behaviour un-Malaysian and slapped a 
ban on rock concerts. The assistant commis- 
sioner of police in Penang announced that 
“the youths were aping the West at the ex- 
pense of the moral decency of the East.” 

Datuk Seri Mohamed Najib Tun Abdul 
Razak, then minister of culture, youth and 
sports, formed a committee to study the ef- 
fects of rock music on youth. He concluded 
that “the velocity of such music also helps 
youths to shed their inhibitions and do 
things beyond their norms or Eastern cus- 
toms.” To limit the damage, his committee 
drew up guidelines for radio and television 
designed to bar the more objectionable 
bands. 


anishment has not worked. Despite 

the restrictions on concerts and tele- 

vision appearances, rock — particu- 

larly heavy metal — music is more 
popular than ever. Bands with names such 
as Search and the Bumiputra Rockers are all 
the rage, and kutus have become the trend- 
setters of an urban style. Even Sudirman, the 
Frank Sinatra of Malaysia, has included rock 
tunes on his latest album. Every month, 
about 15 albums are released by Malaysia's 
vibrant music industry, and about 12 of them 
these days are by local heavy-metal rock 
bands. Search released a new album, 
Fenomena, in March and within 10 daysits re- 
cord company said 117,000 copies were sold. 
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“Rock controls the music industry,” says 
Freddie Fernandez, president of the musi- 
cian's union. 

The dub of the kutus has evolved along 
with Malay rock music. According to urban 
folklore, kutus christened themselves par- 
tially to mock the way they were reviled as 
dirty layabouts, drug-taking louts. At first, 
kutus referred to lower-class young Malays, 
usually fresh arrivals to the city from rural 
kampongs. Now kutu culture, once the do- 
main of marginal misfits, dominates fashion. 

But kutu culture is still a prodigal one. 
Najib, now minister of youth and sports, still 
thinks rock music offensive and a bad influ- 
ence. "Heavy metal is a subculture that is not 
to be admired," he said in a recent interview. 
"It is a negative attempt to change Malay 
norms and values. I was glad to see that we 
banned concerts. But one wouldn't want to 
isolate Malaysia. So we need to minimise the 
influence. We don't have public concerts. 

"We worry about kutus," he continued. 
"They have taken on traits that are bad: 
young men wearing earrings, clothes that 
are dirty, unruly hair. Such behaviour leaves 
an indelible impression and we are worried 
that when these young people get older they 
will not be in a position to be responsible and 
run the country." | 

Ever since independence from Britain in 
1957, the government has been controlled by 
Malays, and politicians have set about re- 
claiming Malaysia for Malays. At indepen- 
dence, they inherited a social order in which 
Malays were at the bottom: they were 
poorer, were less educated and they owned 
fewer businesses than Malaysia's Chinese 
and Indian citizens. To correct this imba- 
lance, Malays were made Malaysia's first citi- 
zens: their religion is the official religion, 
their language is the official language, they 
are favoured in education and employment. 

For Najib and other government leaders, 
keen proponents of these measures of posi- 
tive discrimination and advocates of a secular 
Islam as the guide for Malay advancement, 
kutus arean affront. Young Malays hanging 
around shopping centres are a blemish on 
the ruling party's designs to correct the imba- 
lance. This blemish is made worse by the fact 
that rock music, considered the essence of 
Western decadence, has been taken as the 
emblem of the kutus. 

‘What advice would Najib give to a young 
kutu hanging around the Pertama shopping 
centre, a favourite haunt? 

"Iwould tell him to project an indigenous 






= 38 APRIL 1989. 





eine 


character, an Eastern culture,” said Najib. 
“Kutu subculture is the result of Malays com- 
ing to the city and not having the education 
and the skills. Most of us can adapt to West 
and East. But kutus do not. They only take 
the negative influences from the West. They 
need to project an Eastern culture. They 
need to be sure of their Eastern values so that 
they can distinguish between good and bad 
influences from the West.” 

But what is Eastern culture? 

"If I am talking about Malays it is Malay 
culture. I say Eastern because it is different 
from Western culture. That he is Malay, a 
Muslim. Whatever is in contrast to the Is- 
lamic way he should reject. But whatever is 
useful please accept,” he said. 


ajib’s directive to project an Eastern 
culture sounds bizarre to six young 
men who were at the Pertama 
shopping centre one recent after- 
noon. They were standing outside a 
shop which sells music cassettes, 
each in kutu costume: hightop 
Reeboks, stove-pipe jeans, T-shirts 
and long, frizzy hair. Several young 
women who are Kutus, wearing 
virtually the same uniform except 
for the addition of bangles on their 
arms, stand nearby. Kutu women 
are less visible and less numerous 
than the men. One of the young 
men still attends school and wears 
his hair much shorter than the 
others since hair below his shirt 
collar is grounds for expulsion. 
Another, simply called Zul, works 
in a factory. One has just dropped 
out of secondary school and one is 
unemployed. None of the group 
was born in Kuala Lumpur; they are 
all migrants. 

They said they were not exactly 
sure what Eastern values meant. 
Zul pointed to a poster of the rock group 
Search posing in running shoes for an adver- 
tisement. “We know about Search. Their 
music means something to us,” he said. 
“They are Malay. They know what it means 
to be Malay.” Members of Search are local 
heroes, they are Malay and modern. They 
sing in Malay. 

The five members of Search are from 
Johor Baru in the south; the oldest is 36 and 
the youngest 21. Like pop stars anywhere, 
they are skilful self-inventors. They came to 
Kuala Lumpur in the 1980s, hell-bent on 
making it in the fledgling rock scene. They 
emulated bands such as Van Halen and 
Deep Purple, Western bands with a screech- 
ing electronic sound. But slowly Search’s 
own signature emerged: they sing ballads 
more often than driving electronic tunes, 
their songs are in Bahasa Malaysia, their 
lyrics are about life in an alien city, about loss 
and longing, about the village left behind. 
From the beginning they were a sensation, 
they were standard-bearers of kutu culture 
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Members of Search: local heroes. 


and they were reviled by the powers that be. 

No one has had more to do with the crea- 
tion of Search than M. Nasir, the most 
sought after album producer in Malaysia. He 
is the 31-year-old maestro of the hits and 
most of Search’s hits have been Nasir’s. He 
also is a sort of populist philosopher, the 
thinker of the club of the kutus. “We are all 
searching for what it means to be Malay in 
the modern world,” he said. 

Nasir was in a recording studio, putting 
the finishing touches to Search’s latest album 
before it was released last month. The band 
members were all there. “This musicis West- 
ern. None of us would deny it. But the ques- 
tions is: is that good or bad?” said Nasir. It 
was late and he had been in the recording 
studio for hours, sitting in front of a huge 
console with its 42 tracks. “The government 
says it is Western and it’s bad when it suits 
their purposes,” he said. 

“Just look around: all this equipment is 





Western. Our clothes are Western. We drove 
cars to get here; they are Western. I always 
wonder how the government can make a big 
deal over some things being Western. It 
seems that the reason something gets label- 
led Western and bad is to make people fol- 
low their way so that they can be the judge of 
what's right and what's wrong,” said Nasir. 

“But that’s only one part of it. We don’t 
want tojust copy. We are confused. How are 
we supposed to make Malay music? What is 
Malay music? So we are searching.” 

But why heavy metal? Because it’s loud, 
said Yazit Bin Ahmad, the group’s drum- 
mer, and it’s got minor chords and it’s offen- 
sive and it’s a badge of distinction and it’s got 
clothes to go along with it and it’s only for 
young Malays. “It’s all in the minor chords; it 
is reminiscent of some old Malay ballads. It’s 
expressive and that appeals to Malay kids,” 
said Nasir. "Because dakwahs don't like it,” 
said someone else. 

No one in the band can read music; 
neither can Nasir. Nasir composes on guitar 
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and then tape-records the melody. Then he 
brings the tape to the studio and the band 
plays it over and over until everyone 
memorises it and then they embellish it. This 
technique has not only brought the band 
local fame, but their music has nurtured an 
unmistakably Malaysian style of rock 
music. Now, rather than imitating Deep Pur- 
ple, new bands copy Search. It is a new style 
that has found an audience and is making 
money. The number of record companies 
has quadrupled and so has the number of 
rock bands. 

These bands benefit from being cast as 
bad boys, but to survive they must navigate a 
delicate course of both bucking the rules and 
adhering to them. Search’s record of run-ins 
with authority is the most extreme. Since 
1986, after the Battle of the Bands, Search has 
regularly been prohibited from holding con- 
certs. Then the band’s music was banned 
from the airwaves. Last year, two members 
of the group were stopped by police 
while in a taxi. The police found two 
marijuana joints under a seat. They 
were tried and acquitted, but the 
prosecution is appealing the ver- 
dict. 

Search’s notoriety lingered de- 
spite being shunned by radio and 
television, the lifeline to Malaysia's 
rock fans. Bands, local and foreign, 
are considered pariahs by univer- 
sity students. Last year, for in- 
stance, the Muslim Youth Move- 
ment at the University of Malaya led 
a successful campaign to force the 
cancellation of a concert by Michael 
Jackson in Kuala Lumpur. Without 
university students to act as arbiters 
of popular culture, radio and Tv are 
the main outlets for rock bands and 
play the role of star-makers. 

Mohamad Noor Salleh, general 
manager of TV3, a private station 
which is controlled by the country's ruling 
party, said rock music must be presented 
carefully. "If it is not controlled then there 
will be problems. So we have a dress code 
and bands must be properly groomed and 
their hair can't be too long," he said. Known 
drug users are banned, Salleh said. "Islam is 
an important force in Malaysia and we have 
to make sure we don't offend religious 
people." 

Habsah Hassan, the matriarch of 
songwriters, calls the popular music scene a 
mirror of some of the contradictions of mod- 
ern Malaysia. "We have become more con- _ 
servative as a country under the influence of 
Islam. But young people all go for rock. It's a 
funny combination," she said. "We write 
about love but never about making love. We 
find a way to live with the contradictions." 

Zai and his friends, who attend the con- 
cert behind the Tv station every week, also 
live with the contradictions. One Wednesday 
night, as they walked back down the hill, Zai 
said: "Sureit'sbadíforus,butitsours." m 
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Letter from Goto Islands 


a phantom figure in the family: athome 

one month, then gone the next four 
months to work on a Yokohama-based 
oil tanker 1,100 km away. “No jobs here,” 
says Okazaki, who lives on the Goto Islands, 
an isolated chain of more than 100 small is- 
lands on the southwestern extremity of 
Japan. 

Now Okazaki, 18, is about to join her 
father in the exodus, and for largely the same 
reason. She has just graduated from high 
school, and this month she will leave the 
Goto Islands to take secretarial courses at a 
women’s college and to work part-time in a 
Sony Corp. office near Nagoya, 800 km from 
home. But unlike her father, Okazaki’s de- 
parture is likely to be permanent, if current 
trends are any indication. 

The Goto Islands, like most of rural Japan, 
are suffering from a population decline as 
young people leave for the glitter, jobs and 
schools of the big cities. The trend is notnew. 
Farm boys and girls have been leaving 
the countryside since the end of World 
War II. 

Prime Minister Noboru Takeshita hopes 


( x aori Okazaki's father was somewhat of 
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to stop this death-by-migration with his pro- 
posed “hometown revitalisation” project. 
The government is to give ¥100 million 
(US$764,525) to each of about 3,200 cities, 
towns and villages for locally planned deve- 
lopment projects. 

But remote islands like the Gotos present 
a hard case. Almost 2,600 people left the is- 
lands during 1985-87 — a sizeable dent ina 
population of about 91,000. Most have left 
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since the post-war baby boom peaked 30 
years ago. 

While the islands’ largest city, Fukue, has 
managed in recent years to increase its popu- 
lation to about 31,000, the exodus has 
emaciated communities like the fishing vil- 
lage on tiny Akashima Island. It had 478 
people in 1924, but now only about three 
dozen people live on the island, and three- 
fourths are over 65 years old, says Yukio 
Hirayama, assistant mayor of Fukue. 

Jobs are not the only scarce commodity, 
says Hirayama. So are prospective wives and 
husbands. “Young people in the farm vil- 
lages can’t marry,” he says, because parents 
do not want their daughters and sons to 
marry into other farm families. They believe 
there is a brighter future waiting in the cities. 

So departing high school graduates ac- 
count for most of the decline each year. At 
Okazaki's alma mater, Tomie High School, 
only three of her 96 schoolmates who 
graduated this year are staying behind. At 
Goto High School in Fukue, perhaps 20 out 
of 350 graduating seniors will live and work 
on the islands, teachers say. "There are 
many students who want to work on the 
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Goto Islands,” says Hajime Sakamoto, an 
English teacher at Tomie High School. “If 
there are any companies or factories [here], 
they only employ girls.” Boys have to leave 
the islands to find work. 

Okazaki says she would prefer to stay. 
After she finishes her secretarial course in 
two years, she says she hopes she can find a 
job in the nearest large city, Nagasaki. Not all 
students share her reluctance to leave, of 
course. “I want to leave Fukue. I want to live 
in the largest city in Japan," says 18-year-old 
Hiroko Kamimae, who graduated in March 
from Goto High School. "Everybody is 
watching everybody else. If I do something, 
it won't be long before everybody knows." 
She says she will take an US$800-a-month 
job as a sales clerk in a Tokyo department 
store and live in a company dormitory. 

One of the most frequent complaints 
from these young people is that they are cut 
off from the rest of Japan. It is a complaint as 
ancient as Goto itself. Japanese envoys and 
priests dropped in more than 1,100 years ago 
on their way to learn from Tang dynasty 
China. But through most of Japan's history, 
Goto's people were on their own, and that 
isolation fostered a distinct dialect. 

Times have changed, but 90 km of sea still 
lie between Fukue and Nagasaki. The dis- 
tance has made Fukue an expensive and 
impractical site for most factories, says 
Hirayama. Recently a company that makes 








After graduation, everyone is going. 


electrical coils for TV sets rejected Fukue be- 
cause shipping costs would be too high. 
Worse still, last year a sewing factory just out- 
side Fukue closed after 15 years and moved 
to Osaka. It took 50 jobs with it. 

Now, manufacturing accounts for only 
3% of the jobs in the Goto Islands. Fishing is 
the biggest industry, providing one job in 
five. But as elsewhere in post-war Japan, 
fishing and agriculture — the islands’ tradi- 
tional mainstays — have been in decline for 
decades. City officials and business leaders 
are hoping tourism will take up the slack. 

They may have reason to attach such 
hopes to Saikai National Park, a scattered col- 
lection of preserves encompassing rocky is- 
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it's very familiar ground. 


worldwide network. And 


lands, hot springs, coral reefs and beaches, 
spans the island chain. About 320,000 
tourists visit the islands each year. That 
number has remained mostly stagnant dur- 
ing the 1980s, but the local community — 
and some Tokyo businessmen — have made 
some recent moves that could change this. 

Late last year, Fukue completed a US$54 
million expansion of its airport, including a 
new terminal and a longer runway. Air Nip- 
pon obliged two weeks later by adding 
Fukuoka, southern Japan's largest city, to the 
only previous destination, Nagasaki. And 
this month, a new US$2 million hydrofoil 
will also begin service between Fukue and 
Nagasaki, says Hirayama. 

Tourists will find it easier to get to the 
Goto Islands this summer. But they are still 
going to have a tough time finding a place to 
stay. The largest hotel has 54 rooms. 

That is where the Tokyo businessmen 
come into the picture, says Hirayama. He 
says he cannot reveal names, but two Tokyo- 
based companies plan to build "very large- 
scale" hotels near a beach outside Fukue, 
perhaps by next year. 

Will more tourists be enough to persuade 
more young people to stay home? Probably 
not, says Hirayama. Like most of the fac- 
tories on the Goto Islands, those hotels will 
employ mostly women, and young men will 
still haveto seek their fortunes elsewhere. 

m Russell Grantham 
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Under the eagle’s wing 


In our Image: America's Empire in the 
Philippines by Stanley Karnow. Random 
House, New York. US$24.95. 


Stanley Karnow cites a 16th-century 
Spanish clergyman who attempted to sum- 
mon his feelings about the Philippine people 
after 40 years of living on the islands: “It 
would be easier for me to square the circle or 
discover a way to measure the longitude of 
the earth . . . than to define the nature, cus- 
toms and vices of the natives." 

If the earth's longitude has since been 
measured, the Philippine people today re- 
main no less baffling to their benefactors 
(Americans having replaced the Spanish) — 
and vice-versa. The American-Filipino re- 
lationship, splendidly detailed in Karnow’s 
newly published account, has been by turns 
contentious, loving, awkward, brutal, full of 
trust, full of suspicion — but always close to 
the point of being filial. 

Having covered Asia for 30 years for Time, 
Life, the Observer, the Washington Post and 
NBC News, Karnow is well placed 
to write a book of this kind. He be- 
gins with the Portuguese explorer 
Magellan, who under Spanish 
sponsorship set out from Europe in 
1519 in adventurous search of a 
southwest passage to Asia, Christ- 
ian converts, and spices. (“Where 
wouldn’t they go for pepper!” 
Joseph Conrad wrote of those early 
explorers. “For a bag of pepper they 
could cut each other’s throats with- 
out hesitation, and would forswear 
their souls.”) 

Magellan soon met his death in 
the crossfire between two rival 
tribes but had established a Euro- 
pean presence there which the 
Spanish continued for nearly four 
centuries. With troubles of their 
own back home, the Spanish rule of 
the Philippines was marked as 
much by neglect as by tyranny, Kar- 
now explains. Consequently, the is- 
lands existed in a state of suspended 
animation. 

The US presence there officially began 
with the arrival in 1796 of an American trad- 
ing vessel, the Astrea. It was not spices, how- 
ever, that would lure American traders but 
rather hemp, copra and in particular sugar. 
Trade between the two countries grew so 
much that within eight decades, the total an- 
nual value of Philippine exports increased 
by 36 times. 

“History is often a series of expedients 
that grow into dogmas,” writes Karnow, 
which aptly describes the process by which 
the US colonised the Philippines. The coloni- 
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sation came about largely by accident, as a 
“diversion” to the US’ liberation of Cuba 
from Spain in the late 19th century. Im- 
perialists, headed by the likes of the then as- 
sistant secretary of the navy Theodore 
Roosevelt (“No triumph of peace is quite so 
great as the triumphs of war”), originally had 
their hearts set on the annexation of Hawaii. 
But when that plan stalled, they turned to 
Cuba, where nationalists were fighting 
against the Spanish for independence. 

It seemed only natural that the fight 
should extend to Spain’s Asian colony, the 
Philippines, where nationalists were also 
fighting for independence. When the US 
battleship, the Maine, conveniently exploded 
in Manila harbour — caused by a spontane- 
ous fire and not, as originally claimed, by 
Spanish mendacity — the Americans had 
their pretext for entering the fray. 

It is perhaps emblematic of the close yet 
awkward relationship that would develop 
between the two countries that William 
McKinley, whose presidency would leave 


Being unfilial outside the US Embassy in Manila. 


the most profound mark on that relation- 
ship, would be ecstatic at the news that his 
country had defeated Spain in a major battle, 
yet also confess to a friend that he “could not 
have told where those darned islands were 
within two thousand miles.” 

Although the US had an easy enough 
time expelling Spain from the Philippines, 
“liberating” the Filipinos from themselves 
took nearly four years at a cost of several 
thousand American lives and nearly 220,000 
Filipino lives, many of them civilian. Despite 
the brutality of the struggle, the victorious 
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Americans maintained a relatively benign 
presence, according to Karnow. For exam- 
ple, they were forbidden for the most part to 
own large tracts of land on the islands, and 
they spent huge sums on infrastructure as 
well as on health and education. 

They also introduced legal reforms, 
stabilised the financial structure and created 
a tax system. Most important, they intro- 
duced a modest form of democracy even be- 
fore fully conquering the island. As early as 
1907, elections were being held for the newly 
formed national legislature. 

American rule, as Karnow explains, also 
had its down side. In becoming the Philip- 
pines’ sole trading partner, the US stunted 
that country’s international growth, making 
it dependent on the wild economic swings 
taking place in the US in the first half of the 
20th century. In addition, though the US did 
encourage democratic reforms, by allowing 
only about 3% of the population to vote, 
those reforms actually helped reinforce the 
ruling élite and sharpened the gap between 
rich and poor. 

Nevertheless, amid fits and starts, inde- 
pendence was set in motion, inspired by Re- 
publicans Roosevelt and William Howard 
Taft, pledged in writing by Democratic Presi- 
dent Woodrow Wilson in August 1916 and 
consummated in 1946 under the ad- 
ministration of Harry S. Truman. 

The Philippine-American bond 
would, of course, grow stronger 
during and after World War II, be- 
ginning with the bombing of Pearl 
Harbor by the Japanese and their 
immediate conquest of the Philip- 
pines, and ending with Gen. 
MacArthur’s hard-fought fulfil- 
ment of his vow: "I shall return." 

Karnow goes on to explain the 
post-war rise to power of Ferdinand 
Marcos, as well as drawing a fine 
portrait of the mercurial Benigno 
Aquino, who seemed to grasp the 
complex identity problem of the 
Filipino: "They were an Asian 
people not Asian in the eyes of their 
fellow Asians, not Western in the 
eyes of the West." 

Theauthor, of course, details the 
abuses which inevitably led to the 
downfall of Ferdinand and Imelda 
Marcos, and the emergence of Cora- 
zon Aquino. If anyone doubted the 
influence the US still maintains on Philippine 
national policy, they need only read Kar- 
now's account of the behind-the-scenes 
power-broking taking place within the 
Reagan administration in the frantic days be- 
fore Marcos’ “abdication.” 

While Karnow is self-effacing about his 
effort, this is a fine book, factual yetnuanced, 
evenhanded yet critical where it is deserved, 
copiously detailed yet highly readable. This 
book is indispensable to an understanding of 
this powerful relationship, and just where it 
might be headed. E Alan Moores 
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ke the nation we represent, Kuwait Airways 
is expanded, progressed and prospered 
thin a remarkably short period of time. 

day we have developed into one of the 
ajor international carriers, enabling more 
20ple, on more flights, to experience the 
adition of gracious hospitality that is 

herent in our culture. 


e think you will agree. 
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Our business is helping those 
who are short of time,not money. 


Busy as you are — how can you 
possibly keep track of all the world’s 
stock and financial markets? Or of 
the major currencies and their rela- 
tive performance and prospects? Or 
of investment opportunities broader 
than the conventional range of 
options? 

The surprising answer is 'very 
simply.’ That's because Lloyds Bank 
International Private Banking was 
designed to help people like you 
cope with problems like these. 


Your Private Bank 

We give you the personal attention 
of a specialist account executive, 
your personal adviser. He or she 
is responsible for discussing your 
financial objectives, and for mobilis- 
ing the Bank’s skills, resources and 
contacts to help you achieve them. 

It is rather like having your own 
private banker. (If you can imagine a 
private bank having branches in 40 
countries, with contacts and sources 
of information everywhere. 


To find out more, please contact 
Steve Ushiyama at our Hong Kong 
office, 2901-4 Admiralty Centre, 
Tower 1, 18 Harcourt Road, GPO 
Box 10126, Hong Kong, or telephone 
(5) 823 2123. 


Cayman, Dubai, Geneva, Gibraltar, Guernsey, 
Jersey, Luxembourg, London, Marbella, 
Miami, Monaco, Nassau, New York, Panama, 


Zurich. 


Lloyds Bank 


International 
Private Banking 
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Edgar Snow: A Biography by John Maxwell 
Hamilton. Indiana University Press, 
Bloomington and New York. US$25. 

From Right to Left: An Autobiography 

by Frederick Vanderbilt Field. Lawrence Hill & 
Co., Westport, Connecticut. LIS$8.95 
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fading all over China, the cover of John Max- 
well Hamilton's book shows the American 
journalist Edgar Snow (1905-73) standing 
next to the chairman on the balcony of 
Tiananmen Gate in Peking. The picture illus- 
trates a high point in Snow's career, during 
which he was widely perceived as an unoffi- 
cial spokesman for the Chinese communist 
leadership. After his death the Chinese 
memorialised Snow in the Great Hall of the 
People in Peking, "the first such tribute in 
that building for a foreigner." 

Snow's key work, Red Star over China, still 
. a classic, provided the first detailed account 
of Mao, Zhou Enlai, and the Chinese com- 
munist movement from its Yanan headquar- 
ters. Hamilton emphasises that Snow had 
never portrayed the Yanan group as mere 
“agrarian reformers,” or as less than full- 
fledged Marxists who were quite deter- 
mined to take over the country. 

— The author traces Snow's personal and 
public life from his childhood in Kansas City, 
. Missouri, to his death in a Swiss farmhouse. 

While Hamilton's scholarly achievement is 
impressive, the biography is clearly an 
apologia for the Mao regime. The book is not 
entirely uncritical of Chinese communism in 
action, and there are references to adminis- 
trative shortcomings and Snow's occasional 
lapses in judgment, but there is neverthe- 
less an ever-so-kindly effort to overlook 
negative aspects, to tolerate unsavoury ac- 
tions as means towards a desirable end. 

Snow, as Hamilton sees him, sought to 
alert his world-wide readers to the com- 
plexities of Chinese communism, to its es- 
J sential nationalistic elements and its sepa- 
rateness from Moscow. After the Nixon- 
Mao thaw, Snow tried to caution against ex- 
cessive optimism, against the projection of 
American concepts of intellectual and eco- 
nomic freedoms onto the Chinese com- 
munist canvas. 

The book conveys an image of Snow as 
fitting into the mould of a provincial US mis- 
sionary: amiable, well-meaning, idealistic, 
and even unconsciously patronising. He 
was a skilled journalist who thought that his 
interviews with top officials gave him an op- 
portunity to make history. Ultimately, 
though, he emerges as a gilded puppet, 
manipulated by Peking’s erratic pulls at the 
. strings of visas, travel permits, staged trips 
. and carefully rationed interviews. 





The low point of Snow’s career coincided 
with US investigations into possible com- 
munist efforts to manipulate public opinion 
and influence or infiltrate government agen- 
cies. One target of these investigations was 
the scholarly Institute of Pacific Relations 
(IPR), and prominent among its officials was 
Frederick Vanderbilt Field. Back in 1950, 
Newsweek magazine asked: “What Makes a 
Millionaire Go Communist?” As an heir to 
the Vanderbilt family fortune, Field had 
moved from life in a mansion with 17 ser- 
vants to a position where, he recalls, “I spent 
20 years as an active communist and moved 
widely in party circles.” 

Like Snow, Field favoured the Chinese 
communists, because he regarded the gov- 
ernment of Chiang Kai-shek as representing 
“the most corrupt elements of Chinese so- 
ciety.” At times, the author is refreshingly 
candid. He recalls having been one of those 
who “uncritically accepted the Soviet ac- 
counts of the political purges between 1935 
and 1938.” At the time, he had the task of 
briefing a group of communist party young- 
sters. “How, Comrade Field,” one of them 
asked, “could this have happened in the 
Soviet Union?” Field replied: “Because Com- 


Any misconceptions the reader might ini- 
tially have about this “feminist” novel are 
banished in the introductory chapter. Itis not 
to be “a story of a callous, insensitive hus- 
band and a sensitive, suffering wife,” but 
rather a portrait of two people so caught up 
in their traditional roles that they can only 
misunderstand and hurt each other. 

The narrator Jaya, like the author, is a 
well-educated, middle-aged, middle-class 
Indian housewife. As the book begins, Jaya 
is staying in a former home with her hus- 
band, who hopes discreetly to ride out the 
consequences of a business malpractice. In 
the flat where she first experienced the tradi- 
tional restrictions of a wife and mother, Jaya 
is confronted by “ghosts” that reveal the am- 
bivalence of her feelings for her family, her 
friends, and herself. 

Jaya's attitude towards life is reflected in 
her writing career. Recently she has become 
famous for humorous pieces about a house- 
wife named Seeta, who conjures up the 
image of a woman, "plump, good- 
humoured, pea brained but shrewd, devi- 
ous, skimming over life" — in fact, every- 
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rade Stalin says so, we have to believe th 
trials are just. He has never let us down." 

Field recalls that from 1934-48, between 
the ages of 29 and 43, he wrote "somewhere. 
in the neighbourhood of 150 articles for the. 
communist press." During the Hitler-Stalin 
Pact, the communists organised the " Ameri- 
can Peace Mobilisation" to oppose the "im 
perialis" war, and Field marched in their. 
demonstrations. When Nazi Germany in- 
vaded the Soviet Union, the communists. 
switched to energetic support of the war. 
The communist party, Field notes, was 
“slow to react to the change in the nature of. 
the war.” : 

After the war, the communists created a. 
new front organisation, the Committee for a. 
Democratic Far Eastern Policy, with Field asa. 
conduit to the PR. In 1950, Field was asked to 
testify during US Senate hearings concern-. 
ing the institute. A year later, when several 
communist leaders jumped bail, Field re- 
fused to reveal the names of contributors to 
the Bail Funds, was found guilty of contempt. 
and spent a year and a half in jail. M 

He later settled in Mexico, married his 
third wife and took up archaeology and, in 
conclusion, made a strong plea for universal 
concern about ecology. Any appraisal of 
communist rule in China — including the 
Cultural Revolution (1966-76) and post-Mao 
developments — is missing from the intellec- 
tual testament of this one-time stormy petrel 
of Far Eastern studies. n Martin Ebon 



















thing that Jaya and the real women in her life 
are not. Jaya blames her husband for the con- 
ception of the obnoxious Seeta and the aban- 
donment of her earlier, nobler projects — 
first semi-autobiographical stories, and then 
pseudonymous, facile descriptions of the 
plight of women. : 

In this way, Jaya reflects the problems of 
woman as artist: crippled by a fear of 
ruthlessly exposing loved ones, outrage sap- 
ped by bourgeois self-pity, accepted only 


itis easy for women to blame men for the fai ' 
ure of their art. E 

Finally her family crisis brings Jaya to reč. 
ognising how women in their silence and 
fear of failure have not only colluded with: 
men, but have ultimately punished them foi 
the frustration and subjugation of their lives 
The resulting memoir, an attempt to "erase 
the silence between us," contains no . 
heroines or villains, only a lot of confused 
and wounded human beings. $ 

It is in skilful, honest novels like this tha 
women have hit their literary stride. This is: 
book not only for Third World women, bu 
for people of both sexes and all nationalities- 
who hope to break through the long silence. 
that threatens us all. mAnnYim | 
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Japanese union federations push for substantial wage rises 


Can pay, will pay 


By Charles Smith in Tokyo 


apan’s “Great Spring Wage Offensive" 
(shunto), which is due to reach its 
climax in mid-April with a union-man- 
agement confrontation that could stall 
at least part of Tokyo’s privately 
owned commuter rail system, looks like 
yielding the best results for organised labour 
since the aftermath of the second oil shock. 

But officials at the Bank of Japan (Boy, the 
central bank), who have been sounding off at 
regular intervals about the inflationary 
hazards of the country’s worsening labour 
shortage, admit that things could be a great 
deal worse. 

Wage demands published by major 
union federations range from 6.6% by mem- 
bers of the Japan Chapter of the International 
Metal Workers’ Federation (IMFJC) to the pri- 
vate railway workers’ demand for 9%. Em- 
ployers have yet to show their hands in most 
industries but an overall settlement of 5.3- 
5.5% is regarded as likely. This would be an 
improvement of one percentage point on the 
1988 shunto settlement of 4.39% but well 
below figures recorded in the late 1970s and 
early 1980s. 

A 24hour strike has been scheduled for 
Tuesday, 11 April by the private railway 
workers’ unions in support of their demands 
but most analysts expect a last-minute settle- 
ment. The IMFJC, whose member unions 
cover the steel, motor and electronics indus- 
tries is expected to settle its wage demands 
ahead of the private railway workers, on the 
basis of a “final” management offer ranging 
between 5.2% and 5.5%. When extra days 
off are added to the package, the overall af- 
fect may be to increase workers’ earnings by 
an average of about 5.5%. 

Companies in recession-hit industries 
such as shipbuilding are likely to be able to 
get away with offering less to their workers. 
But the telecommunications sector (includ- 
ing Nippon Telephone and Telegraph, the 
recently privatised state entity) could be the 
scene of some tense last-minute negotia- 
tions. The 250,000-strong All Japan Telecom- 
munications Union (Zendentsu) has de- 
manded 8% and claims to be ready to call a 
strike by 50,000 workers at 260 of its 1,400 re- 
gional offices, if management rejects its 
claim. 

Zendentsu is regarded as one of the best 
organised and more militant of the big pri- 
vate-sector unions. But most analysts believe 
that the union will eventually settle for a 
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figure not far above the IMFJC average. 

A 5.5% across-the-board wage award for 
employees of major companies might seem 
to suggest that workers will be at least 4% 
better off in real terms than they were in the 
aftermath of the 1988 settlement, given that 
consumer prices in Japan on the eve of nego- 
tiations were less than 1% higher than a year 
ago. Yet private sector analysts point to two 
reasons why the settlement may not be as 
good as it looks. 

One major issue during the shunto talks 
has been the probable impact on living costs 
of the 3% general consumption tax intro- 
duced from 1 April as part of the govern- 
ment's tax reform package. This is expected 
to add an immediate 1.2% to living costs, al- 
lowing for the fact that some retail prices may 
go down as the old system of high commod- 
ity taxes on certain items is replaced by a uni- 
form 3% on all goods and services. 

The ultimate impact of the general con- 


How Japan's wages rise 


Annual % rise in basic pay at major firms 








sumption tax could be much greater, accord- 
ing to some economists, given the risk of 
sharp price increases by small retailers who 
are theoretically exempt from the tax. But 
government economists claim that strong 
competition in most industries may keep the 
situation from getting out of control. 

On the first day on the new tax system, 
department stores added the full 3% of the 
new tax to their bills while stores in the more 
competitive chain-store sector added only 
1% or 2%. Income tax cuts, which also form 
part of the government tax reform package, 
could soften the blow further but the precise 
outcome remains hard to determine. 
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The second reason why the shunto unions 
might have been expected to hold out for 
larger increases is that Japan's labour market 
has tightened dramatically during the past 
year. Unemployment stood at 2.31% of the 
labour force in January, down from a peak of 
just over 3.176 in early 1987. More significant 
as an indicator of the real shortage of labouris 
the so-called job offer-job seeker index which 
is now at 1.15, its highest level since before 
the first oil shock. 

Competition for unskilled labour in the 
construction industry has begun to exercise a 
drag on public works programmes and on 
private housing construction. But since most 
such workers are non-unionised this may 
not have directly affected the shunto bargain- 
ing process. 

BoJ economists who admit to being re- 
lieved at the course of the shunto negotiations 
suggest that the employers' strategy of offer- 
ing non-monetary perks, such as better 
housing, may be one reason why this year's 
wage demands look surprisingly moderate. 
In Tokyo, where housing prices have moved 
far out of line with what ordinary salaried 
workers can afford, the provision of sub- 
sidised accommodation in company dor- 
mitories may be a key part of the package of- 
fered by employers. 

A meeting of minds between the Japan 
Federation of Employers' Associations (Nik- 
keiren) and the Japan Private Trade Union 
Council (Rengo) may also have helped to 
moderate wage demands. 


Nikkeiren official told the REVIEW 
that the two organisations have 
been meeting at bi-monthly inter- 
vals to discuss wage and employ- 
ment levels in the context of Japan's "com- 
petitive situation" in world markets. Nik- 
keiren takes the view that the challenge from 
Asia's newly industrialised countries and the 
impending downward adjustment of the US 
trade imbalance means Japan must take 
steps to control its labour costs. 

Another point on which employers and 
workers agree is the need to avoid an uncon- 
trolled inflow of foreign workers into Japan. 
Immigration permits are not available at pre- 
sent for unskilled workers, but the pressure 
to import such labour legally could grow if 
Japan fails to keep domestic wage levels 
under control. 

Whatever the reasons for union modera- 
tion most economists believe that the likely 
shunto settlement of about 5.596 will be neu- 
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tral from an inflationary point of view — that 
is to say higher wage levels will be offset by 
increases in productivity that will keep unit 
wage costs roughly stable during the coming 
year. Unfortunately this does not mean that 
worries about inflation have been banish- 
ed. 

Increased world market prices for crude 
oll and a range of other commodities, 
coupled with a slowdown in the process of 
yen revaluation, mean that Japan's imports 
are likely to cost more over the next few 
months, reversing the three-year trend 
under which increases in domestic costs 
were more than offset by cheaper imports. 
Labour unit costs, though likely to remain 





stable, will also be less of an anti-inflationary 
buffer in 1989 than was the case last year, 
some analysts believe. 

During 1989 labour unit costs fell by 
around 6.5% as a 4.4% rise in wages was 
offset by an (estimated) 11% rise in produc- 
tivity. Productivity may continue to rise in 
1989 but not as fast as last year, given high 
levels of capacity utilisation in the manufac- 
turing sector. This situation will ease only 
after recent heavy investments in new capa- 
city begin to come on stream in the second 
half of 1989 or 1990. 

Most economists believe that Japan's 
consumer price index may be running 
2.5-3% ahead of year-ago levels — an ex- 
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Asian countries face tough choice on CFCs 





By Carl Goldstein in Hongkong and 
Review Correspondents 
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he international debate over how to 

i save the earth’s ozone layer from de- 

pletion by chlorofluorocarbons (CFCs) 

resents Asian countries with a hard choice 

between the imperatives of economic deve- 

lopment and environmental conserva- 
tion. 

Three countries in the region — Japan, 
China and India — are already significant 
makers of CFCs. Taiwan is set to begin pro- 
duction this year at a new Formosa Plastics 
facility and South Korea's Ulsan Chemical 
Co. is building a plant too. 

CFCs are a class of chemicals that has be- 
come invaluable for the conveniences of 
modern life — they are used as coolants in re- 
frigerators and air-conditioners and as pro- 
pellants in aerosol sprays, for example. But 
they react chemically with ozone in the 
upper atmosphere, thinning the ozone layer 
which protects all life on earth from the lethal 
effects of ultraviolet radiation. 

Among the three current Asian produc- 
ers, only Japan, which accounts for more 
than 10% of world CFC consumption, has 
signed the 1987 Montreal Protocol. This in- 
ternational agreement set in motion a plan to 
halve CFC emissions by the end of 1998 (from 
a base level of 1986 consumption). 

China and India have indicated their will- 
ingness to sign the accord, but only if de- 
veloped countries provide financial aid to 
less-developed nations to ease the econo- 
mic burden of shifting to alternative 
technologies. Spokesmen for both nations 
argue that the developed world — which 
consumes some 90% of all CFCs — should 

| bearthe main responsibility and cost of solv- 
< ing the problem. Although leading indus- 






trap 


trialised nations have indicated sympathy, 
nothing concrete has been done to address 
the concerns of less-developed countries. 

For both Taiwan and South Korea, the 
issue is the possible impact of CFC controls on 
their export-oriented economies. Taiwan has 
not even been invited to sign the protocol be- 
cause of its diplomatic isolation, but officials 
in Taipei say the island hopes to lower its 
consumption eventually in line with the 
Montreal guidelines. 

South Korea is likely to sign eventually. 
The unresolved issue is the Seoul demand 
that production from the Ulsan plant be 
covered under a “grandfather” clause in the 
Montreal Protocol which exempts new capa- 
city under construction from future con- 
trols. 

In fact, neither South Korea nor Taiwan 
has much choice: the Montreal Protocol con- 
tains stiff penalties which, ifenforced, would 
prohibit signatories from importing CFCs 
from non-signatories after 1990 and goods 
containing CFC from 1993. 

The sanctions were designed to prevent 
non-signatories from frustrating the accord's 
purpose by jumping in with increased pro- 
duction of CFCs that other non-signatories 
might continue using. 

The international pressure and threat of 
sanctions was the key factor in forcing For- 
mosa Plastics — which has a poor reputation 
for environmental controls at its existing 
plastics and chemicals factories — to change 
its plans for a 15,000 tonnes a year CFC plant 
near Kaohsiung. It will now produce only 
crcs which are allowed under the Montreal 
Protocol. (The protocol only covers the seven 
most common and most damaging CFCs and 
halons, another related class of chemicals.) 

Japan, despite adopting a more assertive 
stance in some international forums, is 
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emplary situation by the standards of mos 
countries but still an unwelcome change 
from the stability of the past few years 
Whether inflation of this order will cause the 
Bo} to raise its discount rate (currently 2.5% 
is an open question. o8 
The Boj clearly wants to keep interest. 
rates low as long as possible but has gone ou 
of its way in recent weeks to spread the no- 
tion that the inflationary situation require 
"vigilant" attention. Bo} "vigilance" may be 
one more reason why industry seems to be 
settling for a moderate rise in wages, not th 
double-digit figures which might have been 
justified by the tightness of the labour mar 
ket. 


merely following the lead of the US and. 
Western Europe in the search for ways to cut 
back use of CFC. Behind the lack of initiativei 
the fear that rigorous controls on the ozone 
destroying substances will harm industry - 
particularly electronics and electric applian 
makers and the car industry, which are: 
among the biggest users of CFCs. C 
Over the 60 years since their invention, 
CFCs have found widespread uses. CFC 
molecules are stable chemically, which hé 
meant they were safe, non-toxic, and easily 
handled. But since the early 1970s, scientis 
have realised that CFCs’ chemical stabili! 
also meant that the molecules eventuall 
reached the upper atmosphere. In the chem: 
ical reaction between the chlorine-containin 
CEC and the oxygen atoms which make up. 
ozone, the ozone layer is depleted. 


t has become increasingly clear that ev 

] the Montreal Protocol does not go near 
far enough. Evidence has mount 
rapidly that the ozone — a gaseous layer e 
circling the globe some 25-40 km up — has; 
ready suffered more serious damage th 
had been suspected. Researchers now say 
that even if all production of the most com 
monly used (and most dangerous) CFCs were 
halted today, the ozone layer would not re- 
cover for up to 300 years. E 
Aninternational conference in Londonin 
early March began work on a code that 
would eliminate the production and con- 
sumption of seven particular CFCs and ha- 
lons before the end of this century. Another 
meeting will be held in Helsinki, Finland, at 
the end of April. V 
Now that the governments of most de- 
veloped nations have thrown their support 
behind the effort to save the ozone layer, the 
focus of attention is shifting to the less de- 
veloped nations. Projected drops in CFC con- 
sumption in the developed world could re- 
sult in developing nations like China and 
India becoming major producers and cort 
sumers of the controlled substances, even 
though their consumption on a per capita 
basis will remain low. : 
Both countries have ambitious develop- _ 
ment plans that will require expanded pro- 
















ter Z. A. Ansari said his country’s per capita 
consumption of CFCs would more than quin- 
_ tuple by 1997. Given projected rates of popu- 
_ lation growth, this would put total consump- 
tion at some 102,000 tonnes — not much less 
_than the 125,000 tonnes the US, now the 
. largest CFC consumer, would by that time be 
. producing under the terms of the Montreal 
Protocol. 

An official at the National Environmental 
Protection Agency in Peking said the agency 
_ did not have an estimate for China's produc- 
tion or consumption by 1997. Current con- 
sumption is near India's. 

But it appeared inevitable that without a 
firm commitment by the Chinese authorities 
_to cooperate with international efforts to con- 
trol CFCs, China's appetite for CFCs will rise 
rapidly. Long-deprived Chinese consumers 
are hungry for all sorts of consumer goods 
like refrigerators and TV sets. Industrial use of 
= CFCs is also likely to rise rapidly as well: in 
<. computers, telecommunications systems, 
.. refrigerated storage and transport equip- 
-. ment. 

Substitutes for the most damaging CFCs 













. duction of CFCs. Indian Environment Minis- 


Asian CFC consumption 

















being developed by multinational chemical 
firms such as Dupont and ici are both less ef- 
fective and more expensive. Most of these 
compounds — mainly alternative CFC or re- 
lated compounds which wreak far less dam- 
age on the ozone layer — cannot simply be 
"dropped in" to existing equipment that use 
CFCS. The cost of switching will be immense. 
Dupont estimates that CFC producers 
worldwide will have to spend US$6 billion 
over the next decade to restructure their 
facilities. In the US alone, US$135 billion of 
CFC plant will have to be replaced or retrofit- 
ted with new technology, says Dupont. 
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ritish businessman Reginald Brealey's 
proposed takeover of a Calcutta- 
He based jute group, which controls four 
= loss-making mills in West Bengal, has 
_ caused a stir among leading Indian business 
_ houses because it runs counter to current 
. trends in the industry. Most jute mills are 
deep in the red because of rising raw jute 
-. prices and escalating labour costs, and, as a 
= result, leading industry groups have been 
_ desperately trying to shed their jute in- 
^. terests. 

-. Brealey, however, who is best known for 
= his chairmanship of British football club 
. Sheffield United, appears to be optimistic 
«= about the industry's future. He is bidding for 
“> control of Titaghur Jute Factory (TJF), a British 
-. registered company with an office in Scot- 
< land. TIF also has two British-registered and 
.. wholly owned subsidiaries, Samnuggur Jute 
= and Victoria Jute, and holds a major stake in 
-> Indian-registered Angus. 

-. TF is currently under the control of the 
.. Mehtas, a leading Calcutta business family 
. which holds a51% stake. According toa fam- 
- ily spokesman, the Mehtas cannot believe 
-. their good fortune. "When we heard of 
- [Brealey's] offer, we felt God had heeded our 
^ prayers," said one family member. 





_ Briton seeks control of ailing Indian jute group 


(US$64.3 million), though its assets include 
large amounts of surplus land around the 
mills. 

Brealey, who wants to buy the Mehtas' 
stake for an estimated Rs 2.25 million, says 
he is prepared to make "an honest effort to- 
wards reviving the mills." He has not re- 
vealed his plans, though they are thought to 
involve setting up a separate Indian com- 
pany to run the mills. Brealey has also hinted 
that he might sell off 11?6 of his future 5196 
holding to the Indian public. But his main re- 
vival hopes seem to be pinned on his interna- 
tional contacts which, he says, he will use to 
boost the mills' export business. And he has 
spoken of diversifying into food processing 
and packaging at a later date. 

So far Brealey's offer, which has not yet 
been given formal dearance by the Indian 
Government, has had little impact on the T]F 
shares quoted on the Calcutta Stock Ex- 
change. They continue to trade at Rs 2.50, 
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Dupont and Ici are developing fluorocar- 
bon-based alternatives because their per- 
formance is similar to CFCs in such uses as re- 
frigeration, air conditioning, energy-efficient 
insulation, and electronics and parts clean- 
ing. They also have vastly reduced potential 
to deplete the ozone layer — an average of 
more than 9576 less harmful. 

For example, Dupont has developed two 
candidates for replacing CFC-113, the fully 
halogenated CFC commonly used by the elec- 
tronics and other industries as a cleaning 
agent. Cleaning agents account for about 
20% of the world market for CFCs, and these 
agents are suspected to be a major culprit. 
One has 90% less ozone depleting potential 
than CFC-113. The other has no deleterious 
effect on the ozone layer. 

A final irony is that the switch to alterna- 
tive CFCs may actually worsen the 
greenhouse effect, whereby carbon dioxide 
emissions lead to an increase in global tem- 
peratures. Most of the substitutes are less 
energy efficient. This means more fossil fuels 
will have to be burned to power aircondition- 
ers of equivalent cooling effect, for instance, 
thus releasing even more carbon dioxide. = 


just one quarter of their par value. But in Lon- 
don, where TIF is also traded, its shares have 
soared from 35p to 90p over the last year. 

The Briton’s offer has been well received 
by the largely unionised 20,000-strong work- 
force at the four mills but T]F creditors may at- 
tempt to block any sale. Suppliers, who sell 
the raw jute to the mills on credit, are press- 
ing for the repayment of outstanding debts. 
They have been backed up in their opposi- 
tion to Brealey by several senior executives at 
TJE who are not yet reconciled to the prospect 
of working for new owners. 

TJF seems to be an unlikely takeover target 


for the British entrepreneur. Although a few 


mills have diversified into high-value pro- 
ducts, like decorative and synthetic goods, 
most of India's jute industry is in the dol- 
drums. Despite determined government ef- 
forts to promote modernisation, most mills 
are still technologically backward and sink- 
ing ever deeper into debt. Overseas sales last 
year fell Rs 400 million to Rs 2.26 billion, and 
recently sharp seasonal fluctuations in raw 
jute prices forced all but seven mills in West 
Bengal to shut their doors. 

Apart from TF, about a dozen other jute 
mills (out of total of 62 in West Bengal) have 
already changed hands over the past two 
years. Indian houses like the Birlas, Goen- 
kas, S. S. Kanoria, B. M. Khaitan and Ban- 
gurs, who once had a big presence in jute, 
have sold out to smaller businessmen, many 
of whom have a long association with the in- 
dustry as suppliers of raw jute and machines 
or as traders and sellers of jute products. 

Both the federal and West Bengal govern- 
ments have tried to arrest the industry's de- 
cline and failed. Now hopes hang on the new 
breed of owners entering the industry. m 








STOCKMARKETS 


KLSE brokers lose business to Smgapore 


Malaysia clobbered 





By Nick Seaward in Kuala Lumpur 


he dramatic success of the Stock Ex- 
! change of Singapore's (SES) new com- 
puterised trading system has forced 
the Kuala Lumpur Stock Exchange (KLSE), to 
bring forward by six weeks the introduction 
of its rival Trading Support System (TSS). 
KLSE officials hope the move will stem further 
losses of potential business to the SES's S$70- 
80 million (US$35.75-40.86 million) Central 
Limit Order Booking (Clob) system, which 
has cut the KLSE's share of the combined 
turnover of the two exchanges by more than 
40% since its debut on 10 March. 

To speed up the transition to automated 
trading the second phase of the TSS may be 
implemented simultaneously with the first 
phase on 15 May, KLSE officials told the 
REVIEW. Under the original timetable the first 
phase was to be completed by early July, and 
the second six to 12 months later. 

Since the sES introduced its Clob system, 
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the KLSE’s share of combined volume has 
shrunk to 20%, down from a monthly aver- 
age of 35% during the previous six months. 
Malaysian brokers — who still have to grap- 
ple with the old open outcry system with ver- 
bal confirmation from their representatives 
on the floor — have reported that much po- 
tential business has been diverted through 
Clob because the SES system gives an instant 
confirmation of the execution of an order. 

In the past, fears of a severe loss of busi- 
ness to Singapore brokers have proved un- 
founded. On 4 January last year, for in- 
stance, Singapore went ahead alone with a 
system of graduated commissions which 
bank-owned broking firms in Kuala Lumpur 
feared would drive them out of business. In 


13 APRIL 1989 


ONNHD 3IO9VW 


the event, the KLSE’s average share of com- 
bined turnover dipped by only a few percen- 
tage points — and even this was attributed to 
arise in the popularity of warrants, which are 
barely available on the KLSE. 

In absolute terms, volume on the KLSE has 
not dropped since the introduction of Clob 
— indeed, it is greater now than during Au- 
gust 1987, when share prices reached their 
pre-crash high. However, Clob’s success in 
capturing so much new business has high- 
lighted the vulnerability of the Malaysian 
brokers to any increase in efficiency by their 
Singaporean rivals. 

This vulnerability stems from the fact that 
though the two exchanges formally split in 
1973, more than 75% of the Malaysian coun- 
ters listed on the KLSE are still listed on the SES. 
These include such foreign institutional fa- 
vourites as Sime Darby, Malayan Banking 
and Malaysia Mining Corp. 

Until recently, the Malaysian authorities 
have taken only passive steps to protect the 
KLSE’s flank. Since the Pan-Electric crisis of 
December 1985, no new additional Singapo- 
rean stocks have been listed on the KLSE and 
vice versa. Some recently floated companies 
such as Singapore Airlines and Malaysian In- 
ternational Shipping Corp. (MISC), can be 
bought only on their home exchanges, and 
the share of SES volume accounted for by 
Malaysian counters has fallen from nearly 
50% in 1987 to under 38% in 1988 as a result. 

In a significant break with previous prac- 
tice, however, Cold Storage Holdings was 
refused a re-listing on the KLSE in January this 
year when it changed its country of incorpo- 
ration from Britain to Singapore. Brokers 
now expect the SES to retaliate in kind when 
the casino and hotel division of Genting Bhd 
is hived off later this year. 

Even with these moves, however, the 
odds are still very much stacked in favour of 
the Singapore brokers. The contribution of 
Singaporean counters to total KLSE volume 
has, for instance, remained insignificant at 
under 3% since 1987. This may be partly due 
to foreigners’ natural inclination to use Sin- 
gapore-based brokers for their Singapore in- 
vestment business — but the main reason is 
because there were only 53 Singaporean 
counters out of 295 on the KLSE in 1988. By 
contrast, there were 182 Malaysian com- 
panies listed on the SES, out of a total of 326. 

There are signs that this position may 
change rather suddenly. Because of Clob's 
success — and the circumstances surround- 
ing its implementation — KLSE insiders now 
believe the two markets are closer now to a 
complete split than ever before. The joint 
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council meeting on 3 March was one of the 
shortest on record — a mere 40 minutes. 

The feeling is strong in KLSE circles that 
the SEs rushed Clob through to beat the intro- 
duction of the KLSE’s own TSS. They suggest, 
for instance, that the SES had earlier indicated 
a start-up date for Clob of 1 April but brought 
it forward whenit learned that the Tss system 
had reached the testing stage last month. 

In the event of a formal split of the two 
exchanges, KLSE executive chairman Nik 
Mohamed Din told the REVIEW that the 
Malaysian firms would be required to de-list 
from the SES but the Singaporean companies 
would be welcome to stay on the KLSE. 

Nik Din did not say how the companies 
would be forced to give up their SES listings, 
but it has been pointed out that with somany 
Malaysian blue chips owned or controlled by 
the Malaysian Government — Harrisons 
Malaysian Plantations, New Straits Times 
Press and Malayan Banking to name but a 
few — moral suasion would effectively gut 
the SES of its prime Malaysian counters. Even 
Sime Darby would have a hard job resisting 
the recall as it is 22% controlled by state 
agency Permodolan Nasional. 

Such a drastic step cannot be con- 
templated before the Tss has proved itself a 
worthy alternative to Clob, however. Al- 
though more modestly priced, the M$8.6 
million (US$3.13 million) TSS is based on the 
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Taiwan stock exchange's automated system 
which currently handles turnover many 
times that of the KLSE. Unlike Clob, Tss also 
allows limit trades to be entered, up to a 
maximum of 15% above or below the bid/ 
offer price. 

Under the first phase, dealers' represen- 
tatives on the trading floor will relay buy and 
sell orders from the brokers' offices to a 
sealed-off matching room. Under phase two 
— which may now be implemented simul- 
taneously — buy and sell orders will be re- 
layed direct from broker to matching room. 

According to a KLSE committee member 
familiar with the system, shares will be put 
on TSS in stages, starting with the 28 finan- 
cials. » 


KLSE: business diverted. 
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BUSINESS AFFAIRS 


INVESTMENT 


Japanese fund managers flock to Singapore 


Lure of the Lion City 





By Nigel Holloway in Tokyo 
J apar's net acquisition of equities in Sin- 





gapore soared 15-fold last year to 

US$229 million, far larger than the 
amount invested in places like West Ger- 
many, France, the Netherlands and Austra- 
lia. Has Japan suddenly acquired a big appe- 
tite for the shares of Singapore Airlines and 
Straits Steamship? Not quite. 

Only a small part of that money is actually 
going into Singapore equities — at the mo- 
ment. But the figure from the Tokyo-based 
Securities Dealers Association shows that an 
increasing number of Japanese financial in- 
stitutions are establishing fund-manage- 
ment offices in Singapore and are booking 
their Asian, even worldwide, investments 
through their new companies in the city 
state. 

The lure is some tasty tax incentives avail- 
able since 1987 to any foreign institution 
wishing to manage funds from an office in 
Singapore. Income from non-resident in- 
vestments placed through Singapore pay no 
tax, and fees earned on fund management 
are charged only 10% tax. In Tokyo, the over- 
all corporate income tax rate is 5495. 

Singapore has no major foreign-ex- 
change controls, either, so all profits can be 
repatriated. For the Japanese life insurers, 
there is an added incentive — they cannot 
generally make dividends to policyholders 
from capital gains on their investments, but 
they can from the dividend yield. All profits 
from overseas subsidiaries, such as those in 
Singapore, are counted as a dividend, and so 
can be passed on to investors. 

Three Japanese life insurance companies 
have established offices in Singapore: Nip- 
pon, Sumitomo and Meiji. Yasuda starts up 
this month. Nippon's subsidiary 
there, NLI International, was estab- 
lished in April 1987 and doubled its 
funds under management to US$100 
million last year. Only a small part of 
that amount went into Singapore 
equities. But the chances are that the 
whole of the increase would have 
been recorded as a Singapore invest- 
ment by the Securities Dealers As- 
sociation. 

Other Japanese financial insti- 
tutions are following suit. As of 
March last year, six trust banks 
had branches in Singapore and 
a small, but growing part of their 
business was managing investments. 
The securities houses are also 
moving in. Nikko International 
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Capital Asset Management set up a re- 
presentative office last April and esta- 
blished a joint venture, Nikko-DMT 
Asset Management, eight months later 
with a group of Indonesian Chinese. 
Even shipping company Mitsui OSK Lines 
has a fund management office in Singapore. 
Such firms can also use the financial futures 
market there to hedge currency risks in their 
overseas investment portfolios and interna- 
tional trade. 

Hongkong has also seen an influx of Ja- 
panese fund managers, attracted by the ab- 
sence of exchange controls and a 16.595 tax 
on corporate income. The money has flowed 
in too. The net investment in Hongkong 
equities trebled last year to US$78 million. A 
Nomura executive says that Hongkong real- 
estate shares were popular with Japanese in- 
vestors last year. 

Five life assurers opened offices in the ter- 
ritory during 1987-88 and Nippon Life is 
moving in this month. Seven trust bank 
branches were in operation in Hongkong at 
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the end of March, last year. Nomura Sec- 
urities Investment Trust Management 
opened its Hongkong office in March 1988 
and Nikko has had a joint-venture advisory 
company with Wardley since 1973. Bangkok 
looks like being the next stop; Nikko is open- 
ing a representative office there soon. , 

These offices do not just manage Japan- 
ese outward investments, but also channel 
overseas money, particularly from rich 
Chinese, into Tokyo securities. But over the 
next few years, it is the capital outflow to the 
rest of Asia that is likely to grow fastest. 

This represents the third stage of the Ja- 
panese overseas investment boom. The first 
was the moveinto US securities that began as 
a trickle in the early 1970s and became a flood 
by 1985. Banks, insurance firms and 
stockbrokers set up offices in North America 
to understand the US market better. Some of 
them established real estate subsidiaries at 
the same time to capitalise on higher US 
property yields. 

Stage two was the diversification of Ja- 
panese investment into Europe. That has 
taken place fitfully since the early 1980s but 
last year it began to happen in a big way. Ja- 
panese investors sacrificed some of the 
liquidity of North American markets on the 
expectation of more stable exchange rates in 
Europe. The final shift is into Asian equities. 
Each diversification has been on a more 
modest scale than the last, primarily because 
European and Asian securities markets are 
not wide or deep enough to absorb large 
amounts of Japanese money. 

The sums invested so far in Asian mar- 
kets are just a small part of total overseas pur- 
chases. Nippon Life's US$100 million man- 
aged from Singapore is less than 196 of its 
total foreign securities portfolio. But even 
these amounts could have a big effect on the 
relatively small Southeast Asian stock- 
markets. In any case, over the next few years 
these investments could grow substantially. 
The president of Sumitomo Life, Yasuhiko 
Ueyama, said recently that his firm wanted 
to boost the Asian share of its foreign sec- 
urities portfolio from 3% to 33% over the next 
10 years. 

To begin with, Japanese institu- 
tions are managing their own money 
in Asia, but as their experience 
deepens, they want to offer their fund 
management skills to other investors. 
Yasuda Trust has branches in Singa- 
pore and Hongkong involved in loan 
syndications and underwriting. In a 
couple of years it wants to begin dis- 
pensing investment advice. “There 
are a lot fewer professional asset 
managers in Asia than in Europe 
at the moment and Asian investors 
will more easily accept Japanese 
managers than they would else- 
where,” said Yoshihiko Miyabe, 
assistant general manager in 
Yasuda's strategic planning depart- 
ment. ui 
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Moscow’s hardline hint 


lot hinges upon the soft-currency 
“clearinghouse” financial arrange- 
ment that underpins Indo-Soviet 
trade. Armaments and capital 
goods from the Soviet Union stoke New 
Delhi's ambitions for military and industrial 
hegemony in South Asia. Indian agricultural 
produce and light manufactures offer Mos- 
cow a relatively painless way to meet the 
growing public demand for consumer goods 
without spending scarce foreign exchange. 

Whole industries, trade zones and ports 
have sprouted up in India to cater to Soviet 
demand. With this much at stake, small 
wonder that the clearinghouse, originally 
conceived as a stopgap to get over the two 
countries’ "transient" cash crunch of the 
mid-1950s, has become (in the words of V. I. 
Nazarov, head of the economic section of the 
Soviet trade mission in New Delhi), "tempo- 
rary with tendencies towards permanence." 

But that sense of permanence has been 
undermined by Moscow's recently hinted 
wistfulness for some form of currency con- 
vertibility to ease the Soviet Union's post- 
perestroika emergence into the mainstream 
of the world economy. Indian sovietologists 
are unsure how to interpret these pro- 
nouncements. They are also sceptical of 
Moscow's ability to move too fast in the di- 
rection of a "hard" rouble, given the in-built 
inefficiencies of the Soviet economy and its 
commitments to its East-bloc clients. 

Nevertheless, the mere suggestion of 
convertibility has been enough to spark off a 
round of nervous soul-searching. Would 
Indo-Soviet trade contract? Could other trad- 
ing partners take up the slack? Would it 
mean a shift in India's trade balance, bilater- 
ally or globally? 

What would happen to foreign-exchange 
reserves? To the debt service ratio? To the 
rupee exchange rate with respect to the rou- 
ble and other currencies? 

Prof. S. Shrimali of Bombay University's 
Centre for Soviet Studies is convinced that, 
even if Indo-Soviet Union trade had to be 
conducted entirely on a hard-currency basis, 
it would not grind to a halt. “After all,” he 
points out, “the two countries do comple- 
ment each other's requirements in purely 
economic terms, currency aside. Our 
studies show that trade diversion 
[Soviet purchases of Indian com- 
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enough to produce surprising effects, at least 
on paper, notes professor B. G. Bapat of the 
Ghokale Institute in Pune. 

Despite all the politically inspired fanfare 
that surrounds it, the share of Indo-Soviet 
trade in India's overall worldwide trade mix 
has remained stagnant since the mid-1960s 
at 10-1195, in value terms. If currency conver- 
tibility devalued the rouble by as much as 
50%, the Soviet Union could drop from sec- 
ond place among India's export partners, to 
fourth or fifth. 

The valuation of imports would be less af- 
fected, due to the timing of aid and trade 
flows and the way rupee/rouble conversions 
have been handled under the clearinghouse 
arrangement. As things now stand, India 
buys from Moscow arms and machinery 
worth a given rouble amount and then pays 
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The mere hint of rouble 
convertibility has been enough 
to spark off nervous soul- 


searching. 
22 
off its credits — usually after generous grace 
periods — with commodities worth the 
rupee equivalent of the loan. 

The hitch is that India's dues are calcu- 
lated on the basis of the rupee/rouble ex- 
change rate in force at the time the debt is re- 
paid, rather than when it was incurred. This 
can prove costly, since the rouble is now peg- 
ged arbitrarily near parity with the special 
drawing right (SDR) of the IMF, while the 
rupee has seen more thana decade of “creep- 
ing devaluation.” 

Even without these exchange-rate 
anomalies, though, Indian economists 
suggest, the Soviets can use credit and aid 
flows to soften a hard currency trade regime. 
“The system can still work, as long as they 
continue to accept repayment in rupees, 
rather than ‘hard’ roubles,” says Shrimali. 

Such an arrangement is not unpre- 


Indo-Soviet trade growth 








cedented even for countries with convertible 
currencies, he notes, as witness the US Pub- 
lic Law 480 agrarian credits of the 1960s. Mos- 
cow/s accumulated rupee balances could 
then be spent on Indian export wares. 

In operation, such an arrangement 
would be not too different from the status 
quo. The difference between this scheme 
and the “trojan horse" of PL-480 is that the 
Soviets would spend their rupees on ex- 
ports, rather than meddling in the domestic 
economy, though Indian environmentalists 
already charge that Moscow is doing just 
that, with its 1986 commitment to foot some 
of the rupee costs of the controversial Tehri 
Dam project (REVIEW, 2 Feb.). 

Soft credit notwithstanding, however, 
some items in the two-way trade mix might 
be harder hit than others by currency conver- 
tability, Shrimali concedes. Consumer and 
computer items manufactured under licence 
here — roughly 20% of India's exports to 
the Soviet Union — might proveto belessat- | 
tractive to Soviets armed with a rouble that is 
strong enough to shop the world. 

Kalyan Bannerji, chairman of India's ex- 
port-import bank, suggests that tried-and- 
true remedies like tariffs offer the best way 
for Moscow to prevent low-priority drains 
on its hard-currency reserves while preserv- 
ing access to Soviet consumer markets for 
friendly developing countries such as India. 
Even if such political considerations prevail, 
though, New Delhi might find itself sharing 
its ^most favoured" status with some of Mos- 
cow's newer friends. 

By the same token, Soviet "hi-tech" capi- 
tal equipment, if it had to be paid for in 
"hard" roubles, might excite less interest in 
India — particularly among the private-sec- 
tor firms that the Soviet Union is so assidu- 
ously wooing. 

Soviet negotiators have periodically tried, 
without much success so far, to shift counter- 
trade offset obligations on to Indian export- 
ers at the enterprise, ratherthan thenational, 
level. These appeals could gain urgency 
under a hard-currency regime. 

So could the effort to launch Indo-Soviet 
joint ventures, within which input com- 
modities could flow at intra-firm transfer 
prices set according to convenience, 
rather than the rigours of hard-cur- 
rency markets. Hundreds of joint- 
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tual composition of trade so much as 
its evaluation. But that alone might be 
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INDUSTRY 


Indonesia's ban on rattan exports might backfire 


Wither the vine? 


By Michael Vatikiotis in Jakarta 


ndonesia’s drive to build a diversified 
I manufacturing base and generate much- 

needed export revenues has produced 
some good results. But questions have also 
been raised about the wisdom of some 
policies. While banning the export of raw 
materials to compel processing industries to 
locate at source might succeed in raising the 
value-added content of Indonesian exports, 
the actual effects are increasingly being called 
into question. 

The rattan industry is a prime example. 
More than the case of plywood (REVIEW, 
6 Apr.), over-protection of the rattan indus- 
try, induding a ban on exports of raw 
and semi-finished rattan and most recently 
cane-webbing, may be slowly strangling 
the infant Indonesian rattan furniture 
industry. 

Although not a major contributor to 
export revenues, the humble rattan vine 
is regarded as a promising revenue earner. 
Indonesia's rain forests contain 80% of 
estimated commercial global rattan stocks. 
The demand for fashionably designed rattan 
furniture in the major US and European 
markets is climbing, industry sources 
say. 

Before a ban on exports was imposed in 
October 1986, Indonesia exported almost 
70,000 tons a year of raw rattan, earning al- 
most US$63 million in 1985. In that year, to- 
gether with exports of semi-finished rattan, 
Indonesia earned US$86 million from rattan 
exports. With an additional ban on exports of 
semi-finished rattan imposed in July 1988, 
revenue from the export of semi-finished rat- 
tan products for the first eight months 
of 1988 stood at US$50.8 million. 

Supporters of the ban say that the 
value of rattan exports is expected to 
rise from around US$850 a ton of raw 
cane to US$4-6,000 a ton for finished 
rattan products. 

The progressive ban on all raw 
and semi-finished rattan exports had 
an immediate impact on overseas 
manufacturers, particularly in Tai- 
wan, Japan and China. But rather 
than relocate their factories to In- 
donesia, producers diversified their 
sources of supply and began stockpil- 
ing, increasing inventories from 
nearly nothing to two-years supply. 
New sources of supply are being de- 
veloped in Vietnam and Papua New 
Guinea, too. 

The ban has also provoked strong 
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criticism from the US and EC, both pointing 
out that the Gatt, of which Indonesia is a 
member, discourages non-tarriff barriers. 
Trade Minister Arifin Siregar's vigorous de- 
fence of the rattan policy contrasts sharply 
with privately expressed fears within the 
government that the row over rattan could 
harden the hearts of those in Washington 
and Brussels. Indonesia is seeking higher 
US and EC textile export quotas. 

The most recent export ban — effective 
from October 1988 — affects the export of 
cane-webbing, used by the furniture indus- 
try the world over. Before the ban most cane- 
webbing was made in China using Indone- 
sian raw materials. The ban proposal came 
from the chairman of the rattan producers' 
association Asmindo, Bob Hasan, who also 
heads the plywood producers' association. 
Hasan believed that that if Indonesia became 
the sole manufacturer of cane-webbing, 
overseas furniture manufacturers would be 
under pressure to relocate in Indonesia. 

But the cane-webbing ban, which faced 
stiff opposition from within the government, 
has been largely ineffective for two reasons: 
cane-webbing, which is produced from the 
outer skin of rattan cane, is easily manufac- 
tured synthetically. Factories in the US and 
Taiwan are already making cane-webbing 
substitutes from paper. 

Secondly, | Indonesian-manufactured 
webbing has yet to attain the quality ex- 
pected by overseas manufacturers. Industry 
sources say that China continues to make 
high quality cane-webbing using rattan from 
other sources. 

Domestic producers of rattan furniture 
say the ban on cane-webbing has also hurt 
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the very people it was supposed to help. The 
decline in exports of rattan skins used for 
making webbing abroad has raised the 
domestic price of rattan cane. Overall, re- 
duced exports of raw cane have forced cane- 
cutters to cut less, and in some places — Palu 
in Central Sulawesi, for example — cane cut- 
ting has ceased. The export ban hurts rattan 
gatherers, who mostly live on the outer is- 
lands, to the benefit of the furniture produc- 
ers, located mainly in Jakarta and other Java 
cities, said an economist. 

The hostility from major trading partners 
and pressure on cane gatherers would be a 
worthy sacrifice, economists say, if it meant 
more higher value-added production by a 
home-based industry. But this has not pro- 
gressed smoothly. 

A major problem has been the implemen- 
tation of export bans before Indonesia had 
established itself as a producer of quality 
finished rattan products. "The government's 
initial attitude was that rattan is a cottage in- 
dustry — a handicraft," said one producer. 
This meant that sophisticated marketing 
methods and knowledge of foreign-mar- 
ket tastes was given insufficient em- 
phasis. 

Some judge it too early to condemn the 
protection of Indonesia's fledgling rattan 
furniture industry. Asmindo argues that the 
industry's potential to absorb labour and en- 
courage domestic investment in small-scale 
furniture making should be fostered. Yet 
two years after the initial ban, only a dozen 
domestic manufacturers out of about 280 
have well-developed links with overseas 
buyers. One reason for this is Asmindo's re- 
luctance to allow foreign investment. 

As in the case of other wood-product in- 
dustries, the rattan industry is strictly gov- 
erned by its producers’ association, As- 
mindo which believes foreign investment 
should be held at bay to allow existing pro- 
ducers to establish themselves. 

Responding to shrinking supplies of raw 
rattan following the 1986 export ban, one of 
Taiwan's largest rattan furniture makers, 
Teh Fang Rattan Co. has tried setting 
up joint ventures with Indonesian- 
Chinese businessmen. But the com- 
pany has so far failed to obtain a li- 
cence from the investment board. 

Recent moves by Asmindo to 
strengthen control over rattan pro- 
ducers include plans for raw rattan 
"terminals" to supply producers and 
the introduction of marketing boards. 
If set up, businessmen say the mar- 
keting boards would require As- 
mindo's approval for every produc- 
tion contract. 

The powerful grip of the cartel-like 
Asmindo is largely unopposed, de- 
spite the government's discomfort. 
But there are signs that Asmindo's 
writ is limited. It reduced a Rps 10 (0.6 
US cents) fee on every export dollar to 
Rps 5 after no one paid. m 
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RESEARCH 


AND 


INNOVATION 


The planters are back 


uietly beavering away in the tropi- 

cal forests of East Kalimantan, the 

Indonesian side of the island of 

Borneo, Dutch forestry experts are 

bringing new hope to international 
efforts to save the world's dwindling rain- 
forests. 

Working with Indonesia's Agency for 
Forest Research and Development, experts 
from Tropenbos, a Dutch forestry research 
organisation, have developed techniques 
that could revolutionise prospects for the 
large-scale reafforestation of tropical hard- 
woods. 

In 1987, Tropenbos established an out- 
post in Balikpapan, East Kalimantan, home 
of the most valuable primary hardwood 
forests in the world. The Dutch project aims 
to build on earlier research into the artificial 
propagation of tropical hardwoods. One of 
Tropenbos' main goals is to help the Indone- 
sian authorities apply the discoveries com- 
mercially. 

Tropical forests are fragile things. They 
can regenerate naturally, but only if left fal- 
low for 45 years or more after selective 
logging has been carried out. Tropical 
hardwoods are also notoriously difficult to 
propagate, making them all the more sensi- 
tive to pressure from settler encroachment 
and improper logging regimes — both major 
problems in Indonesia, as elsewhere. 

As a result, natural forests are disappear- 
ing at an alarming rate. In other parts of In- 
donesia and Southeast Asia, what reaffores- 
tation has been accomplished has usually in- 
volved the establishment of tree plantations 
using non-native species, such as eucalyptus 
or albizin. Now, thanks to the Tropenbos 
project, there is more hope of carrying out 
large-scale reafforestation using native 
species. 

Part of the problem researchers and forest 
resource managers have faced is that trees of 
the dipterocarpaceae family — which account 
for 30% of world trade in tropical hardwoods 
and 80% of Indonesia’s wood exports — 
flower very irregularly. Of the 600 types, 
some flower every five years but others just 
once in 30 years. The problem is com- 
pounded by the fact that seeds dropped from 
a flowering tree only remain viable for a mat- 
ter of days, or at most two weeks. 

The Tropenbos effort has centred on two 
areas. The first has involved developing new 
techniques for harvesting the dipterocarps, 
raising them in nurseries and then transfer- 
ring them to pilot commercial tree planta- 
tions, known as hedge orchards. 

The second has concentrated on untangl- 
ing the secrets of mycorrhizae, a type of fun- 
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gus that grows symbiotically with dipterocarp 
root systems. These thread-like fungi help 
transport water and nutrients to the 
trees’ roots, deriving in return sugars and 
other nutrients. 

Dutch scientists have discovered that the 
versatile fungi have other beneficial proper- 
ties as well. They produce vitamins and hor- 
mones that play a crucial role in regulating 
the normal growth of dipterocarps. They also 
produce anti-bacterial agents which help the 
trees fend off diseases. So far 10 different 
types of mycorrhizae — each one of which in- 
teracts with particular dipterocarps — have 
been identified. 

The insights gained into the relationship 
between dipterocarps and fungus help ex- 
plain why natural forests often die under the 
impact of improper logging. If too wide a 
swathe is taken out of the forest cover, the 





Villager taps hardwood tree for resin. 


dies from over-exposure to the sun. This can 
mean that even uncut trees, deprived of the 
fungi's beneficial effects, may die. 

On the basis of its research, Tropenbos 
has developed two basic reafforestation 
techniques. The first involves harvesting so- 
called wildlings, the young trees that have 
sprouted in the forest from naturally drop- 
ped seeds. Teams of forest workers are being 
trained to identify and retrieve thousands of 
the wildlings (which may be up to two years 
old) from the deep forests without damaging 
their fragile root networks, and then bring 
them back (together with the proper as- 
sociated fungus) to be raised in nurseries. 
These young trees can then be replanted in 
hedge orchards, so-called because the trees 
are planted in rows. 

But this approach is limited by the fact 
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that some years there are no wildlings, as the 
trees may not have flowered for years or 
even decades. | 

A second method has therefore centred 
on developing special pruning techniques to 
obtain viable cuttings from mature trees in 
the wild. The cuttings are raised in a nursery 
in specially formulated and aerated plant 
hormone solutions for three months. From 
there they are transferred to the orchards. It 
is a long-term project. But in 40 or more 
years, these stands of native hardwoods will 
go at least part of the way towards supple- 
menting and replacing Indonesia's tropical 
forests. 


Another route to forest preservation is to 
identify commercially attractive alternatives 
to cutting the trees down. An American trop- 
ical biologist based in Bogor, Java, has found 
that tapping certain tropical hardwoods for 
their resins may bring more income than har- 
vesting the timber. 

Some 20 different species are known to 
have potentially valuable resins. But only 
one is currently being exploited. In the 
southern Sumatra province of Lampung, vil- 
lagers tap cultivated stands of Shorea Javanica, 
a member of the dipterocarp family. The resin, 
called damar, has been used since the 18th 
century to provide illumination by dipping 
torches into the fresh, glue-like stuff. 

In the modern era, damar has been found 
to make an excellent varnish for use in the 
fine arts. Durable, clear, and strong, yet 
easily removable, damar is considered far 
superior to synthetic alternatives. Asa result, 
there is a steady market for the substance in 
overseas markets, particularly Western 
Europe. 

According to Adam Messer, a Cornell 
University researcher who has been working 
in Indonesia since early 1987, villagers in 
some parts of Lampung earn about US$1,000 
per ha each year from tapping the damar. 
This is about a quarter of the (potential) value 
of the trees if exploited for lumber. The differ- 
ence of course is that a tree, once cut down, is 
gone forever. A damar-producing hard- 
wood, on the other hand, can be tapped con- 
tinuously for 15-20 years. 

“If we can demonstrate the resins’ eco- 
nomic value, then we can turn the trees into 
resin factories instead of cutting them down 
for the timber," said Messer, who operates 
from the Southeast Asian Regional Centre 
for Tropical Biology in Bogor. Other dip- 
terocarps may yet prove to have even more 
valuable resins. Some, for example, have in- 
secticidal properties that could possibly be 
exploited commercially. m Carl Goldstein 
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= . presence, and to diversify sources of 
> income, the bank is also seeking to 


- . is reducing its emphasis on an exten- 





Strategic rethink turns Bangkok Bank into aggressive competitor 


The giant stirs 


outheast largest bank, 
Bangkok Bank Ltd (BBL), is once 
again demanding the attention of its 
competitors. After several years of 
difficult convalescence, the bank claims to 
have faced up to its many problems and re- 
gained a level of initiative befitting the do- 
minant lender in Thailand. 
The new thrust is most apparent on the 
booming home front. With assets of Baht 
350.8 billion (US$13.78 billion) or 29.8% of 


the total market, BBL is twice the size of its 


largest competitor. Last year, it improved its 
local market share of deposits after several 
years of decline, signalling a new emphasis 
on retail competitiveness. 

BBL's lending has begun targeting those 
industrial and service sectors which are spur- 
ring the Thai economy to achieve 
growth rates above 10%, a shift from 
its past stress on trade-related busi- 
ness. To bolster its corporate lending 


capture the lion's share of merchant 
banking associated with Thailand's 
major infrastructural and petrochem- 
ical projects. 

At the same time, BBL’s leadership 


.— sive international branch network, recently 
., hobbled with problem loans but which con- 
. tributed greatly to the bank's early growth. 


"Ihe opportunities are going to be in 
Thailand over the next decade," sums up 
Charn Sophonpanich, BBL director and a son 


* of BBL founder, Chin Sophonpanich. 


What this could amount to is the start of a 
second life for the bank. Chin made the in- 
stitution into a regional powerhouse by pro- 
viding reliable and flexible trade financing to 
both Thai and Overseas Chinese customers 
at a time when Asia embarked on an export 


E boom. Now bank president Chatri Sophon- 


panich, Chin's strong-willed second son, 


a claims to be bringing these same attributes to 
. bear in helping Thailand become an indus- 


trialised country. 
It is not vet clear, however, whether the 


^. bank has recuperated fully from some Baht 


20 billion in problem loans acknowledged 


. Over the past three years. Last year, it set 


aside Baht 3.73 billion in provisions for possi- 
ble loan losses, double that of 1987, and 3596 
of total interest income. Additional provi- 


sions of Baht 2.5 billion are expected this 
ear. 

i Further, BBL will have to compete harder. 
A cosy interest rate cartel which generally as- 
sured stable spreads was broken last year. A 
lower limit on net foreign borrowings by 
Thai banks, set by the central bank in 1984, 
has also been particularly painful for BBL, 
used to tapping cheaper offshore funds 
through its large foreign branch network. Its 
ability to bolster its capital base also appears 
constrained. The Thai stockmarket values 
BBL shares at a substantial discount to net 
asset value and at a dismal estimated price 
earnings ratio of eight times. This is a sad 
commentary on the performance of the 
biggest bank in a flourishing economy. 

The bank's problems, fairly or not, are 
closely identified with the stewardship of 
Chatri, who has been at the helm of BBL since 
1980. As Chin gradually relinquished his 30- 


Bangkok Bank's newfound momentum 
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year hold over the bank, it became clear that 
decades of rapid asset expansion had 
masked sometimes weak credit analysis. 
Little was initially done to counter this by 
Chatri, who faced pressure from old custom- 
ers to help them as his father had done, and 
from a sometimes uncooperative senior 
staff, which was divided in its loyalties 
among members of Chin's old guard like 
former president Boonchu Rojanastien, and 
Chatri and his younger brother Chote. 
Unable to address problems left over 
from his father's time, Chatri also apparently 
was slow to formulate a clear strategy of his 
own, aside from continuing to emphasise 
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asset growth. In the early 1980s, BBL was 
beaten to the punch by its domestic com- 
petitors in such key areas as credit cards and 
automatic teller machines. It also lost 
momentum on the international side, failing 
to capitalise on the rising thirst of its clients 
for more sophisticated foreign exchange and 
interest rate-related products. 

Prime competitors such as Thai Farmers 
Bank (TFB) and Siam Commercial Bank (SCB) 
took advantage of the lapse to grab a larger 
share ofthe retail market. Multinational com- 
petitors such as Hongkong and Shanghai 
Banking Corp., Citicorp and Chase Manhat- 
tan did the same in the international arena 
where BBL counts as clients such high pow- 
ered magnates as Malaysia's Robert Kuok 
and Indonesia's Liem Sioe Liong. 

According to Chatri, the bank has seen 
the worst of times and has learned from its 
mistakes. A reorganisation has taken place, 
leading to what bank officials say is a 
strong core of executives loyal to 
Chatri and a more thorough manage- 
ment-control system. 

These management restraints 
could mesh nicely with Chatri's re- 
spected deal-making strengths. This 
combination could be as important to 
BBL'S growth as Chin's legendary fi- 
nancial acumen and his successful 
ability to lend on trust was to its past. 

A strategic rethink, centred 
around the concept that quality lending 
should replace quantity, has also sup- 
posedly given the bank's 20,000 employees 
and their top bosses clearer guidelines on 
how to avoid potential pitfalls. 

Whether the reformation of BBL will actu- 
ally produce a substantial improvement in 
performance remains to be seen. While de- 
posit growth did outpace the industry norm 
last year, both loan and overall asset growth 
were lower than average. 

BBL'S performance still lags behind its 
main competitors, according to a study by ac- 
countants SGV-Na Thalang. Its meagre 1986 
return on assets of 0.4% did improve to 0.696 
the next year, but still trailing results posted 
by TFB and sc. Earnings to revenue ratios 
matched this same pattern, which continued 
through to 1988. 

Nor has bottom-line performance 
brought a lot of joy to shareholders, despite 
interest income soaring by 36.7% to Baht 
10.25 billion and non-interest income climb- 
ing by 29.2% to Baht 3.01 billion last year. On 
the back of two large capital calls in 1987 and 
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988 and the huge provisions taken last year, 
arnings a share grew marginally, from Baht 
3.05 to Baht 33.21. As a result, BBL shares 
iave underperformed the banking sector 
vhich, in turn, has lagged the market aver- 
ge as a whole. 

The bank, though, is to be credited 
ər making a start. After resting on its 
aurels with a dominant share of what used 
o be a high margin trade-finance market, 
BL is now striving to regain the high 
round. Competitors say it is overpaying on 
leposits and cutting income on assets to do 
o. BBL, says the head of a rival bank, has 
mce again become “a formidable com- 
etitor.” 

Its new aggressiveness can be seen in its 
etail operations. BBL has dropped its 
lrab advertising which stressed the 
yank’s solid character, and brought in 
'utside professionals to mould a 
riendlier, less monolithic image. 


he new look is backing the 

expansion of BBL's new cre- 

dit card operation; accord- 

ing to domestic banking 
zoup chairman Piti Sithi-Amnuai, 
30,000 cards have been issued to pre- 
mier BBL customers since last Novem- 
ver, with a target for the first year of 
140,000. Piti argues confidently that 
1aving monitored the experience of 
other credit card issuers and having 
sharpened his department's skills, 
3BL should move easily to the head of 
the pack. 

BBL has also catered to the in- 
reasing Thai desire for materialistic 
stature by starting Thailand's first 
orivate banking department, run 
is a club and aiming to pamper 
wealthy customers. Despite regula- 
dons curbing the range of services 
jn offer, Piti said that the new 
service is overwhelmed by demand. 

Further progress on the rough and tum- 
ble retail front will likely have to come from 
both the reduction of overheads, a particu- 
larly sensitive subject in Thailand, and from 
the development of new products. Efficiency 
is also a major issue — the bank still loses cus- 
tomers to other banks where counter queues 
are shorter. BBL’s difficulties forced a freeze 
on hiring from 1985-87 and new hiring re- 
mains slow. 

On the corporate side, BBL is putting 
greater emphasis on baht-based project 
tending, an area which meshes nicely with 
its long-standing ability to mobilise hard cur- 
rency offshore. To drum up business, and to 
make sure that it does not get stuck 
with heavy term exposure, BBL has 
developed over the past four years a 
nerchant banking unit under Vichit 
Suraphongchai, a rising star particu- 
arly close to Chatri. 

As major infrastructural and in- 
justrial projects get under way, BBL's 
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emphasis appears to be paying off. BBL co-led 
a Baht 27 billion syndication for the new 
Bangkok tollway in March. Further, the bank 
is expected to play a major role in financing 
the 12 upcoming projects within the billion- 
dollar, aromatics complex known as NPC-2. 
It poached a top expert from the National 
Petrochemical Corp., Siri Jiraphongpan, to 
be the vice-president of a specialised mer- 
chant banking unit for the petrochemical sec- 
tor. 

While Vichit concedes that project- 
financing margins are thin as competition 
heightens among both local banks and low- 
overhead overseas banks such as Citicorp 
and Chase Manhattan Bank, he believes fee 
earnings will be an increasingly important 


Chatri: slow to formulate strategy. 


part of BBL’s bookings. The merchant bank- 
ing unit's fee income is expected to double in 
1989 from last year’s Baht 100 million. 

Despite what competitors believe are 
strong starts in these operational areas, 
doubts remain over BBL’s future for two inter- 
related reasons. It is still not clear whether all 
of the problem loans have been flushed out 
and adequately provisioned. And it has not 
been proven whether management adjust- 
ments — aimed at forestalling questionable 
lending — are more than cosmetic. 

The seriousness of the problem loans is 
clear enough: the Baht 8.1 billion in reserves 
taken against them over the past four years 
topped new capital called up by Baht 1.6 bil- 
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lion. Their presence has prompted serious 
criticism of the bank, most damagingly in a 
client report prepared by Crosby Securities, 
and has hurt a good international image fos- 
tered by Chin’s reputation for fairness and 
probity. 

For the most part, Chatri and Vichit argue 
convincingly that the improved regional 
economy, and especially soaring property 
prices in Hongkong, have significantly 
reduced the risk of some Baht 6 billion 
in offshore problem loans. But questions 
still exist as to the status of loans extended 
to a number of Southeast Asian customers, 
making it difficult to deduce how much 
international provisioning will ultimately 
be necessary. 

: The status of the Thai problem 
* loans is a bit clearer. BBL’s biggest ex- 

posure is to Sawang Laohathai's huge 
: Metro Group which, in the mid- 
1980s, appeared unable to service an 
estimated Baht 15 billion in loans. The 
bank, along with Krung Thai Bank 
and Japanese trading houses Mitsui 
and Nisho Iwai, essentially seized 
equity control of the group leaving 
Sawang, an old friend and partner of 
Chin, still in nominal charge. 

BBL has taken 75% of the equity in 
Metro’s Thai Central Chemical, and 
the bank and Chatri’s family have 
moved jointly into a Metro joint ven- 
ture in petrochemicals. The eventual 
pay off to the bank could be several 
years away. 

A long work-out is also likely on 
an estimated Baht 12 billion in loans 
extended to now merged whisky dis- 
tillers Sura Maharas and Sura Thip. 
An additional Baht 1.5 billion in out- 
standings to sugar group Baan Pong, 
Thai Seri Cold Storage and the Wang 
Nam Fon livestock group have either 
been restructured or are being argued 
over in the courts. Some Baht 166 million in 
loans to SP Ceramics Co. has been wholly 
written off. 

At the root of these problem loans, say ob- 
servers, was an unwillingness by Chatri to 
disappoint his father’s clients, a thirst to 
make his own name as a big player, and the 
bank staff's inability to develop convincing 
arguments against further exposure. 

The experience, said Patrick Alexander, a 
banker who heads Sophonpanich family 
company Robina Investments, “convinced 
Chatri of the need to deliberately profes- 
sionalise the bank.” 

The reform effort, begun in late 1984 and 
completed piecemeal [ast year, covered 
the entire system. Chatri instituted a 
joint leadership team consisting of 
himself, former Thai finance minister 
Amnuay Viravan, and long-time 
domestic banking head Damrong 
Krishnamara. A strengthened execu- 
tive board was given more embracing 
control over credit decisions. Credit 
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centres, similar to those in US banks, were 
organised at the regional headquarter level 
and staffed with sectoral experts. Branch 
managers’ freedom in dispensing credit 
was curtailed. 

The new controls have worked so well, 
said executive chairman Amnuay, that the 
executive board can now relinquish some of 
its power, relegating loan approvals below 
Baht 50 million back to senior staffers.Cur- 
rently, the executive board reviews 500-700 
loans annually. 

While a general freeing up might be war- 
ranted — customers have begun complaining 
that loan approvals are too slow — some ana- 
lysts are worried by one trend which may 
defy the improved management system. In- 
creasingly, BBL is taking equity, often to the 
maximum 10% allowed by government, in 
projects to which it lends. 

In many of the larger projects, in property 
and petrochemicals, the Sophonpanich fam- 
ily has taken equity positions alongside the 
bank. Comments one Thai banker: "If you 
concentrate your portfolio in a way thatis not 
extractable, you will be hit." 

While most observers believe that Chatri 
remains first among equals in top manage- 
ment, his allies argue that he has become 
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more cautious since the bank's problems of 
the early 1980s. His staff say that he can be 
swayed away from a potentially risky under- 
taking by Vichit and other top staffers. A sec- 
ond line of business school-trained BBL 
staffers, including Chatri's son Tony, are also 
gaining influence, giving credence to the ar- 
gument that the bank is professionalising. 
The bottom-line problem, then, may ulti- 
mately be one of funding the bank's future 
expansion. A problem is the liability side. 
The bank's loan to deposits ratio is already 
103%. To maintain lending growth, deposits 
must be steadily increased. The Bank of Thai- 
land's hard and fast 12.5:1 risk assets to capi- 
tal funds ratio also remains a tough barrier to 
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Bank shifts its international focus 


Overseas overhaul 


fter five years of harrowing loan prob- 

lems at its key foreign branches, 

Bangkok Bank has rationalised its 
overseas operations and refocused the stra- 
tegy which guides them. 

As its 11 overseas offices return to profita- 
bility by 1990, say senior BBL officials, the of- 
fices will no longer act mainly as way-sta- 
tions for Sophonpanich family members 
writing new business but as independent 
branches with authority to write business 
themselves. 

While still mainly providing trade-financ- 
ing services for BBL's large Overseas Chinese 
clientele, the foreign offices are now being 
staffed to increase their investment-banking 
capabilities and to strengthen the range and 
quality of more traditional banking services 
on offer. It hopes to maintain both an impor- 
tant role in financing trade and to channel 
funds for Thailand's continuing direct in- 
vestment boom. 

. Therole of the foreign branch network as 
a source of funding for the bank's domestic 
operations — a ipt reason for BBL’s pre- 
sence in Tokyo, New York and other money 
centres — has diminished greatly since. a 
1984 Bank of Thailand directive aimed at forc- 
ing banks to borrow onshore. 
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Bangkok Bank was the first Thai bank to 
develop an overseas branch network. "Chin 
recognised that export growth was going to 
drive the Thai economy," says BBL executive 
vice-president Vichit Suraphongchai, "so we 
threw ourselves at the task of becoming the 
biggest source of export finance." 

BBL opened its first branches in Hong- 
kong and Tokyo in 1954, quickly expanding 
to Taipei, Singapore, Vietnam (three 
branches), London, New York, Kuala Lum- 
pur, Los Angeles, Peking and Hamburg. 
Chin and later his sons, Chatri and Chote — 
who headed the London branch in the early 
1980s — took a great interest in the foreign 
operations, building a client base on personal 
relationships. 

As the first Thai bank — and one of the 
few Chinese-owned banks — with an over- 
seas branch network, business mush- 
roomed. On the strength of Chin's reputa- 
tion for fairness and discretion, BBL built a 
strong following among such future blue- 
chip customers as the Kuok family of 
Malaysia, Hongkong shipping magnate 
Frank Tsao and Indonesian industrialist 
Liem Sioe Liong. By 1968, say bank officials, 
the concentration on the nuts and bolts of 
trade finance, such as letters of credit, was 
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surmount. Chatri told the REVIEW that BBL 
will need to raise some Baht 3 billion a yearin 
capital funds to maintain its growth rate 
while at the same time meeting that ratio. 
This may be a tall order given the 
lacklustre performance of BBL’s 60 million 
outstanding shares. The market reacted tc 
last year’s recapitalisation effort “with fear 
and panic,” according to First Pacific Sec- 
urities, driving the bank’s share price down 
from Baht 381 early in 1988 to Baht 255 in De- 
cember. With the current share price below 
Baht 280, another 10 million share issue simi- 
lar to last year’s might not raise more than the 
projected problem loan reserve of Baht 2.5 
billion. E 


paying off; BBL was raking in 40% of its profits 
from the 10-15% of its assets held overseas. 

Thestrong growth of overseas operations 
until the mid-1980s tended, however, to 
mask severe credit problems as the BBL pro- 
vided more complex, longer-term financing 
to its customers. The 1982-84 Asia-wide re- 
cession that sent property prices plummet: 
ing and a slate of currency devaluations 
mixed badly with Chin and Chatri's business 
style based on trust. 

Bank officials say about Baht 6 billion 
in outstanding loans soured, particularly in 
Hongkong and Jakarta where the value of 
real estate collateral fell steeply in 1983-84. 
Problems also occurred in Singapore, Malay- 
sia and Taiwan. On many occasions, credits 
granted by the Sophonpanichs to long-time 
customers turned out to be insufficiently 
secured when they went bad. 


office, which eventually was to put 
up HK$600 million in prudential re- 
serves at the request of Hongkong au- 
thorities. BBL's largest problem exposure was 
to Taipei-based Chyau Fwu Investment, 
which ran into difficulties on a HK$3 billion 
condominium project, the Parkview. A sec- 
ond problem loan — substantially less than 
the HK$1 billion lent to Chyau Fwu — was 
made to the Cheong family, owners of the 
Melbourne Plaza building in Central. 
"Hongkong, which was our greatest 
headache for quite some time, has already 
made a beautiful recovery," Chatri told the 
REVIEW. Rising property values have al 
lowed BBL creditors to repay their loans. In 


H ardest hit was the bank's Hongkong 





yme cases, say bank officials, foreclosures 
zen became blessings in disguise; BBL's 
aipei building, seized from an insolvent 
orrower, is now valued at a vast windfall. 

More complex has been Jakarta opera- 
ons. Successive devaluations of the rupiah, 

slump in commodity prices and bad man- 
gement resulted in debt servicing problems 
or two of BBL's biggest Indonesian borrow- 
rs, the timber-based Djajanti Group, and in- 
lustrial and real estate concern, the Hara- 
'an Group. 

BBL's US$40 million exposure to Djajanti 
ias “been fully repaid," says Chatri, while 
sroblem loans to the Harapan's motorcycle 
ssembly operation are being worked out. 
BL officials say that they are currently hold- 
ng a lien on Harapan’s Gadja Mada Plaza 
»uilding in Jakarta as security against repay- 
nent. Other bankers familiar with the work- 
»uts with Djajanti and Harapan say that BBL 
was forced to swallow "substantial" losses to 


assure recovery of the lion's share of their 
outstanding loans. 

Restructuring is also under way with 
Singaporean businessman Robin Loh who 
has suffered real estate-related losses in 
Hongkong, Singapore and the US. Loh, who 
was a substantial shareholder in the Sop- 
honpanich family-controlled Commercial 
Bank of Hongkong and its listed Hongkong 
affiliate, Asia Insurance Co., has broad 
borrowings from BBL. "They are being 
worked out one by one," says Vichit. BBL will 
not disclose the extent of Loh's problem 
loans. 

The breadth of the bank's overseas 
portfolio problems led to an operational 
review over the past three years. Six overseas 
branch managers were replaced within 18 
months and a reshuffle took place at the 
head office, leaving Vichit and Puchong 
Wongvasu in charge of the international di- 
vision. 
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The clan hangs together — or separately 


Dynastic dealings 





‘By Jonathan Friedland 


hin Sophonpanich provided well for 
C his children. Before his death in Janu- 
ary 1988, he left his six sons and one 
daughter in control of a substantial financial 
services empire which includes 35% owner- 
ship of the largest bankin Southeast Asia and 
a host of related insurers, brokerages and fi- 
mance companies. 

Held through a complex network ofinter- 
flocking corporate and individual sharehold- 
lings that give no Sophonpanich sibling 
imajority control of any one company, the 
Kamily interests reach deep into the fabric of 
Khe Thai economy. Through portfolio invest- 
sments, and in a few cases, through active 

family-run companies, the Sophonpanichs 
anaintain controlling stakes in ventures rang- 
Ning from palm oil plantations to hospitals. 
Chin's sizeable bequest has also given 
seach of the Sophonpanich children a strong 
"financial base, as well as the clout of the fam- 
ily name, from which to build their own busi- 
ness ventures. Chin's two eldest sons (born 
in Shantou, Guangdong province), Com- 
mercial Bank of Hongkong (CBHK) chairman 
Rabin Sophonpanich (also known as Robin 

*Chan) and Bangkok Bank president Chatri 
Sophonpanich, have started a Hongkong- 
based international investment company. 
*Chatri has branched out on his own into real 
estate and petrochemicals. 

The four younger Sophonpanich sons, 

born to another mother in Thailand, are en- 
sgaged together and individually in consult- 
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ing, textile, telecommunications and retail 
ventures, often in partnership with foreign 
companies. Daughter Chodchoy is involved 
primarily in philanthropic work. 

Although the fragmentary nature of the 
cross-holdings are expedient for purposes of 
taxation and disclosure, the structure of 
Sophonpanich family holdings may contain 
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Chatri and Chote: family tensions. 


the seeds of future difficulty. The dispersion 
of shares among Chin’s 27 grandchildren — 
a handful of whom are now running, or are 
employed by, family companies — will bring 
issues of control to the forefront. This is par- 
ticularly the case with the jewel in the 
Sophonpanich crown, BBL. 

In the wake of Chin’s passing, little has 
been done in family councils to examine this 
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With 20% of its assets now centred 
offshore, says Vichit, the bank is not seeking 
to expand its overseas customer base. 
Rather, he explained, the bank is hoping to 
improve its capabilities at the branch level 
and to focus on better service for existing 
clients. Each of the overseas branches are 
being encouraged to come up with a strategic 
plan for the future, and to play a role in chan- 
nelling foreign direct investment into Thai- 
land. 

Bank officials note that heightened com- 
petition and strongly nationalistic attitudes 
in the region will mean lower margins than 
in the past. Outside analysts also say that the 
bank has lost some credibility with its over- 
seas customers, particularly those in Hong- 
kong, who faced a lapse of service during the 
restructuring. It will not be a given, they say, 
that BBL will pick up the business of sons and 
daughters of Chin's loyal client base. 

m Jonathan Friedland and Paul Handley 


potential problem. There is, however, an ap- 
parent realisation that a sober look at both the 
structure and content of family interests will 
soon be necessary, to maximise asset value if 
for no other reason. 

“There is nobird’s eye view over our com- 
panies. A lot of times, the [acquisitions] came 
about by accident,” explained Chote 
Sophonpanich, noting that his father took 
shares in firms owing to reasons as off- 
handed as personal friendship and as seri- 
ous as foreclosure. "Some rationalisation will 
be needed in the future." 

As of now, however, the allocation of op- 
erational and equity control of family com- 
panies appears rather neat. A handful of 
holding companies, the most prominent of 
which are Watansophonpanich and C. R. 
Investments, act on behalf of the family as a 
whole while each of the second generation 
siblings has one or more of their own invest- 
ment vehicles. 

The larger a project is, the more likely all 
of the family members will take a stake 
through one or several of the two-score hold- 
ing companies. “There is an assumption that 
all of us will be offered shares in the bigger 
deals,” said Chote. 

While co-investing frequently takes 
place, there is a clear trend towards the estab- 
lishment of separate, though often com- 
plementary, business groups. This was en- 
couraged by Chin; as each of his sons com- 
pleted their schooling, they were set ona dif- 
ferent career tack among family companies. 

Eldest son Rabin has for 25 years been 
responsible for running the family's 
Hongkong holdings. Centred around the 
US$403 million assets CBHK, which is 
partly owned by BBL and which specialises 
in trade finance for Teochew (Chiu Chow) 
customers, Sophonpanich properties in- 
clude Asia Insurance Co., a listed non-life 
insurer, and two trading concerns which 
together account for 10% of the territory's 









annual 300,000 tonnes of rice imports. 
Since Chin's health began to fail in 1985, 
the Hongkong businesses have been run in a 
conservative, almost stodgy manner, typical 
of past generations rather than the brash 
style of modern Chinese business. Growth, 
particularly at CBHK, has been eschewed in 
favour of steady, modest profits. Analysts 
say they expect that CBHK will one day — 
perhaps before 1997 when China regains 
sovereignty over Hongkong — be absorbed 
by BBL and that the family will move many of 
its assets out of Hongkong. To this end, 
Rabin and Chatri set up a HK$150 million 
(US$19.2 million) company called Robina In- 
vestments to develop holdings in North 
America, Australia and Southeast Asia. 
While Rabin is the eldest, it has been 
Chatri who is now most identified as the 
family patriarch. Pugnacious and plain 
speaking, Chatri has worked his way up 
from accountant to president of BBL over 20 


Ltd (HK) (CSSL), a major marketer of IBM sys- 
tems in Hongkong with sales of HK$64 mil- 
lion last year. 

The six-year-old CSSL is now moving into 
Taiwan and Thailand, and has built agency 
relationships in China and Indonesia. Charn 
has also set up a Baht 100 million joint ven- 
ture with Cable and Wireless in Thailand call- 
ed Compunet which will provide domestic 
data tranmission services. 

While Charn heads no companies started 
by Chin, fourth son Chote has been saddled 
with the task of reviving a handful of family 
industrial and agricultural companies nota- 
ble mainly for their mediocre performance. 
These include soft drink bottler Greensoot 
(Thailand), warehousing and real estate firm 
Krung Dhep Warehouse and Phuket-based 
plantation operator and miller United Palm 
Oil International. 

Chote, who was Chatri’s only real rival 
for control of BBL, left the bank shortly 


The S honpanich Empire main operating companies 


A Bangkok Bank 
{commercial bank) 
A Asia Securities 
(brokerage) 
À Asia Credit 
finance company) 
Union Asia Finance 
(brokerage) — 


(commercial bank) 


* Bangkok Mercantile 
(trading) 

* United Asia (trading) 

* Robina Credit 
(finance company) 

* Money Securities 
(brokerage) 


Chatri Sophonpanich 
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years. Simultaneously, he built up Asia Cre- 
dit, a Baht 8.8 billion assets finance company 
part-owned by Societe General, and 
Bangkok brokerage houses Asia Securities 
and Union Asia Finance. 


ow the undisputed chief of BBL — he 
N is the only member of the second gen- 

eration who still has executive re- 
sponsibilities at the bank — Chatri has 
moved with alacrity to solidify the role of his 
children in the management of BBL, Asia Sec- 
urities and Union Asia. He also branched out 
into real estate development, and lately, to 
shareholdings in two major petrochemical 
projects. 

Third son Charn has opted for a different 
route in building what is now a substantial 
information systems business. Of a more 
technical mien than the other Sophon- 
panichs, Charn went from computerising 
BBL’s London branch back in the 1970s to es- 
tablishing Commercial Software Systems 
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* Commercial Bank of HK 


X Asia Insurance (insurance). | / 


Capital Finance & 
securities (brokerage) 
Krung Dhep Warehouse 
{warehousing & 

real estate) 

Greenspot (Thailand) 
(soit drink bottles) 
United Palm Cil 
international 

(plantation & milling 


Associated 
| family members 


| A Bangkok insurance Co. 





surance and Bangkok Life Assurance. He 
has strengthened Bangkok Insurance to rank 
first among Thai property/casualty com- 
panies. In a bid to cash in on the growing 
numbers of affluent Thais, Chai several years 
ago started a life insurance company, now 
ranked eighth among the 12 such firms in 
Thailand. 


insurance business, Chai represents: 
his companies as a board member of 
listed firms Datamat, Union Plastics, New: 
City (Bangkok) and Charoong Thai Wire and 
Cable andis taking operational responsibility: 
for two new family real estate projects. Chai 
and his brother Choedchu jointly manage: 
the substantial portfolio investments held by: 
the twin insurance companies. 
Youngest brother Choedchu has the: 
most modest of Sophonpanich business. 


groups, though that appears largely the re-- 





B esides his stewardship of the family's 





Bangkok First investment 
(insurance) Trust (brokerage! 
Bangkok Life Assurance 

(life insurance) 

Bumrungrad Medical 

Centre (hospitaf) 


Charn Sophonpanich Uu Chote Sophonpanich Chai Sophonpanich Ai choedchu Sophonpanich 


after Chin's death, taking hold of a smaller 
family brokerage Capital Finance and Sec- 
urities. 

In the months since, he has used Capital 
as a base to create a seemingly well-integrat- 
ed investment consulting and promotion 
network that includes a recently announced 
US$24 million venture-capital fund run 
jointly with Merrill Lynch. His holding com- 
pany, Watanachote, also has minority equity 
positions in Baht 8 billion polyester materials 
project with Taiwan conglomerate Tuntex 
and in scheme to set up a chain of Park N’ 
Shop supermarkets in Thailand in associa- 
tion with A. W. Watsons, a subsidiary of 
Hongkong’s Hutchison Whampoa. 

The two youngest Sophonpanich 
brothers have so far been less adventurous, 
though they have — as in the Park N’ Shop 
scheme — made small portfolio investments 
alongside their elder siblings. 

Fifth son Chai has taken the insurance 
wing of his father’s empire — Bangkok In- 
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sult of inclination rather than being at the 
wrong end of the inheritance line. He heads: 
Bangkok First Investment Trust (BFIT), thee: 
10th largest broker in asset size but fifth in 
terms of profitability. Choedchu told the - 
REVIEW that he is more interested in maximis- 
ing current earnings and improving BFII's 
share of select underwriting and broking: 
markets than in expanding greatly to com- 
pete against other family and non-family 
brokerages. 

With each brother operating from a core 
business either inherited or created, the 
Sophonpanich empire looks durable. In- 
deed, thelevelof cooperation on joint invest- 
ments — most recently in the Park N' Shop 
deal and on a slate of real estate projects — 
bodes well for the future. 

The cats-cradle of shareholdings, how- 
ever, may force underlying tensions into the 
open. This mightbe especially true if the Thai 
economy took a turn for the worse and the 
family projects, almost all of which appear to 














æ financed by the bank, stalled in their 


racks. 

In that case, much will depend on the at- 
itude of Chatri. His brothers, including 
Rabin, already look askance at Chatri's am- 
Pitious plans and seem to be somewhat wary 
of his autocratic approach to managing BBL. 
"The five of us aren't trying to build an em- 
sire,” said one Sophonpanich brother. "Our 
jutlook is to try and minimise risk. That is 
very different from what Chatri is doing." 

These differences in approach have al- 
ready been manifested at the operational 
evel. Chatri has managed to win full execu- 





tive control at the bank, leaving his brothers 
to manage their own, smaller pieces of the 
Sophonpanich empire. “We are not good at 
having two cooks make the same dish," re- 
marked Cham wryly. "So far we have been 
pretty good athaving different cooks making 
different dishes that we can all share in." 
The potential that the apparently tidy 
operational split could eventually evolve into 
an atomisation of equity holdings, pitting 
family members against one another, is 
nonetheless becoming a possibility. The out- 
come is likely to become dear only as Chin's 
deft handling of his inheritance becomes 





BANKING 4 


Chatri Sophonpanich broadens financial empire 


A family affair 


t is "impossible to follow in my father's 
I footsteps,” says Chatri Sophonpanich. If 

this is true for leading BBL into the world 
X modern banking, it is also true for Chatri’s 
»rivate business dealings. 

While his father Chin developed a for- 
nidable banking and finance empire and 
only became tangentially involved in other 
rentures, Chatri has sought to broaden his 
Yoldings on behalf of his four children. In 
loing so, the BBL president claims he has 
een unfairly attacked for using his position 
o build a personal empire. 

For years, Chatri — known as "the boss" 
n and outside the bank — has taken modest 
aquity positions in friends’ (often) BBL-fi- 
anced projects. These include stakes in ven- 
ures ranging from textile mills to an execu- 
ive health club to the local distributor for 
"ierre Cardin. 

Itis only in the past 18 months, however, 
hat Chatri has moved with sufficient deter- 
nination to draw widespread attention. He 
nas made a beeline for domestic property 
ventures, and tentatively, petrochemicals. In 
»oth areas BBL's merchant banking unit has 
supplied substantial analytical and packag- 
ng support. In several of Chatri's projects, 
the bank is taking an equity stake. And in 
each of the new ventures, Chatri’s children 
are playing important roles. 

Additionally, the 55-year-old BBL chief is 
:uilding an offshore base. Alongside his 
Hongkong-based elder brother Rabin, 
Chatri set up an investment holding com- 
pany Robina Investments that will form the 
core of future family ventures in North 
America, Australia and Southeast Asia. 

Chatri's main holdings include manage- 
ment control over BBL, and a handful of BBL- 
associated finance and securities companies. 
These consist of Asia Securities and Union 
Asia Finance and Securities (UAF), and to a 
lesser extent Asia Credit. 


Together, these three accounted for 
11.3% of total assets of Thai finance and sec- 
urities companies in 1987. Chatri’s slice of the 
pie would increase if control of several small- 
er finance companies were included. 

Influence over these is exercised via both 
direct family shareholdings and indirectly 
through BBL’s equity in the firms, and their 
own crossholdings. His brothers' and family 
holding companies also have stakes. 

Moreover, while Chatrís first son 
Chartsiri (Known as Tony), 30, is working in 
BBL, his daughter Savitri runs securities trad- 
ing at UAF and son Chali manages Asia Sec- 
urities. Both firms were used extensively last 
year in BBL share-support operations. Re- 
cently graduated daughter Suchada is ex- 
pected to work in the bank before switching 
to one of Chatri's private vehicles. 

Chatri's family expansion effort began in 
October 1987 with the establishment of City 
Realty, a real estate investment company 
headed by the most assertive of his children, 
second son Chali. Some 20% of City's shares 
are controlled by Chatri and his children 
while 10% is held by BBL and 20% each by the 
Mitsui Group, Sino Land chief Ng Teng 
Fong, and Malaysian magnate Robert Kuok. 

City Realty's two projects are a 720-room 
hotel complex at Sukhumvit Road Soi 24, 
called Sukhumvit City, and a first-class office 
tower planned for Sathorn road. 

Another project of Chatri's, with a differ- 
ent group of Thai and Hongkong investors, 
is a hotel and shopping complex on prime 
property on Wireless Road, opposite Lum- 
pini Park — possibly worth Baht 2.5 billion. 
This project came about, in part, because the 
property's owner, Dilok Mahadumrongkul, 
had to settle some financial problems with 
BBL, forcing him to sell off equity in the land. 

In the seaside resort of Pattaya, Chali is 
managing a 196-unit condominium apart- 
ment development on land Chatri and 
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more distant and the third generation begins 
to make more of a mark on family com- 

es. 

Chatri's capable children have a head - 
start on the others. From their positions . 
within the bank and the brokerages that act 
as market makers for its stock, they will have — 
great future authority over the foundation 
stone of the Sophonpanich empire. This, 
combined with their marginally larger in- 
heritance of BBL shares, means that future 
harmony among the family will depend in- 
large part on the forebearance of Chatri's two 
sons and two daughters 8 


friends bought 15 years ago. The Baht 600 
million Royal Cliff Garden is expected to 
open in late 1990. Chatri has also taken an 
equity share in the city's Somprasong Plaza, 
a Baht 1 billion shopping, hotel, and con- 
dominium project. 

Chatri strongly denies taking part in land 
speculation or making other purchases. 
"Short-term land speculation is distasteful to 
me," he told the REVIEW, "but real estate de- 
velopment is anart." Analysts, however, say 
he has been scouting around the eastern sea- 
board, which would be understandable. As - 
the bank and family jointly get into heavy in- - 
dustry, buying land near the new eastern | 
seaboard port of Mab Ta Phut would be a 
wise long-term move. 2 

Chatri's move into petrochemicals neatly 
mimics BBL's shift in that direction. Hehases- - 
tablished under Tony, who has masters de- - 
grees in both chemical engineering and busi- . 
ness administration from Massachusetts In- : 
stitute of Technology, a company called — 
Bangkok Polyethylene, tobuild a Baht 2.2 bil- _ 
lion plant at Mab Ta Phut. Major sharehold- . 
ers include Chatulabutr Holdings, à com- 
pany set up by Chatri with 20% given to each 
of his children and his wife. BBL also has the © 
maximum holding of 1076. 

Shareholdings are similar for another 
company called HMC Polymers, which is - 
constructing a polypropylene plant at Mab - 
Ta Phut to be completed later this year. BBL. 
took up a share in HMC after its biggest client, - 
Metro group, ran into trouble and could not : 
provide financing for its share of the project. . 

The establishment last September of: 
HK$150 million (US$19.2 million) Robina In- . 
vestments Ltd is less related to BBL's current 
lines of business. Headed by former Chase 
Manhattan banker Patrick Alexander, | 
Robina will make portfolio investments on . 
behalf of Chatri and Rabin Sophonpanich | 
outside of Hongkong. Robina, says Alexan- - 
der, will act “as the family's international 
merchant banking adviser.” | 

Chatri's critics accuse him of relying un- 
duly on the bank's resources for his own pro- 
jects. He defends co-investment with the- 
bank, and Tony and Chali's executive role in 
the ventures, as a way of guaranteeing that 
the bank has strong business partners. | 

Paul Handley and Jonathan Friedland | 
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ECONOMIC MONITOR: 


LANKA 


A surfeit of deficits 


n official delegation from Colombo 
will fly to Washington in late April 
to mend fences with the IMF follow- 
ing Sri Lanka’s failure to meet IMF 
benchmarks for continuing support under a 
structural adjustment facility of SDR 142 mil- 
lion (US$183.6 million) negotiated in 1987. 
The first tranche of SDR 44.6 million was 
drawn in March 1988, but a second tranche 
of SDR 67 million due last month has been 
withheld pending further negotiations. 

The new administration of President 
Ranasinghe Premadasa is anxious to main- 
tain the good relations which the previous 
Junius Jayewardene government had with 
both the IMF and the World Bank. Finance 
Minister D. B. Wijetunge, who is also the 
prime minister, has announced that the 
World Bank has been asked to postpone 
until September the regular June meeting of 
aid donors. This is to enable the government 
to redraft an investment programme for 
donors. 

Despite good weather in 1988 which 
helped agriculture to recover from a drought 
in 1987 and a modest recovery in GDP 
growth, the economy is troubled by prob- 
lems with balance of payments, budgetary 
performance and inflation amid continuing 
political instability. The Tamil separatists in 
the north and east, though contained by the 
Indian Peace-Keeping Force, have not been 
disarmed. Elsewhere, militants belonging to 
the majority Sinhalese community continue 
their violent campaign. 

The Bank of Sri Lanka (the central bank) 
says that the balance of payments deterior- 
ated further in 1988 — the trade deficit 


reached an estimated SDR 574 million, up 
9% on 1987. The current-account deficit 
widened to 6% of 1988 GDP, from 5.1% a year 
earlier. 

Foreign capital inflows, which help to fi- 
nance the current-account deficit, declined 
from SDR 218 million in 1987 to SDR 192 mil- 
lion last year leading to what the central bank 
has called a "considerably enlarged overall 
deficit" of SDR 101 million. As a result, exter- 
nal assets have been drawn down for the 


Economic growth recovers 
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fourth successive year. “The level of gross ex- 
ternal assets at the end of 1988 was sufficient 
to finance only about two-and-a-half months 
of projected imports for 1989,” the bank said 
in its recently published 1988 economic sur- 
vey. 

Budgetary performance worsened too. 
The overall budget deficit (before grants) in- 
creased from 11% of GDP in 1987 to 15% of 
GDP last year. The widening deficit was an 
outcome of a slow growth in government 
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revenues and a considerable rise in expendi- 
ture. Resources available from foreign and 
non-bank sources fell far short of that needed 
to finance the budget deficit. This pushed the 
government's debt to Rs 223.5 billion 
(US$6.6 billion), up 15% on the previous 
year. 

A faster growth in the money supply 
has exacerbated these problems. The MI 
growth rate reached 20% at the end of 
December 1988 compared with 18% a year 
earlier, while M2 rose from 1596 to 1696 over 
the same period. The central bank attributed 
high domestic credit expansion, favouring 
both government and the private sectors, 
to this "adverse development." To try to ab- 
sorb some of this excessive liquidity, interest 
rates on treasury bills have risen from 10.8% 
at the start of 1988 to 18.9% by the end of the 
year. 

Inflation in 1988 almost doubled — the 
Colombo consumers’ price index rose 14% in 
1988. Demand pressure brought about by 
the sharp increase in the money supply and 
temporary supply shortages caused by the 
civil disturbances were major factors that 
fuelled price pressures in the economy, the 
central bank said. | 

Although Wijetunge claimed that price 
pressures had begun to ease early this year, 
government economists continue to worry 
about inflation. Because Premadasa's pov- 
erty alleviation programme, the focus of the 
government's political strategy, has been 
seen to have an inherent inflationary poten- 
tial, only a modest Rs 10.8 billion has been al- 
located toit for the rest of 1989. 

m Manik de Silva 
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.. Ifyou are considering, or are now, investing in one 
. or more of Asia's fast paced stockmarkets, a trial 
-of ASIAN MARKETS MONITOR may prove to 
-be your wisest investment in 1989. As everyone 
_ knows a major key to successful investing is having 
-the right information at the right time, and that's 
what each issue of AMM delivers to its many read- 

_ers each and every week. 


-A no nonsense, straight from the shoulder weekly 
newsletter AMM will provide you with detailed 
market commentary, objective reports on sectoral 
developments and the reasons behind them, high- 
lights of results of large and medium sized com- 
. panies, informed analysis and opinion and much, 
much more. 













Normally available for longer terms for a limited 
time only we are offering a trial to. . . 

ASIAN MARKETS MONITOR so that you can 
discover for yourself how very helpful AMM can 
. be to you when it comes to making the right invest- 
.. ment decisions. 


-.AMM is written, complied and edited by 
specialists throughout the Asian region and pub- 
lished by a wholly owned subsidiary of Review 
. Publishing Company Ltd., publisher of the Far 
< Eastern Economic Review, Asia’s most authorita- 
- tive business/news publication. 







- Because we are so confident that once you've 
= sampled AMM for yourself, you will discover 
. how valuable it can be to you in making invest- 
ment decisions, we are offering a 13 issue 
. trial-period for only US$150. That amounts to 
_ US$11.54 per week, less than the price of a moder- 
-ate lunch. 


- Why not begin 1989 with your best investment foot 
_ forward by placing your trial order to AMM today. 
. We firmly believe that you will begin benefitting 
- from the very first issue. 





If for any reason after ordering AMM you wish to 
stop your trial subscription, you may do so at any - 
time and receive a full refund of the unused por- 
tion of your payment. 


Order now while you are thinking about it and 
start receiving the kind of timely news and infor- 
mation you need to have about the Hong Kong, 
Singapore, Malaysian, Philippine, Thai and Ko- 
rean stockmarkets. You have everything to gain 
and nothing to lose. 


To order simply complete the coupon and send it | 
along with the appropriate payment or completed 
charge card information. 


—————— 


To: Publications Div., Dept. AMM, Review Publishing | r 
Company, Ltd., GPO Box 160, Hong Kong. 
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How to make a great hotel 
just a little bit better . . . 
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The world of warmth 
and friendliness 


step aboard our world of 
warmth and friendliness. 


lo 24 cities in 3 continents. 


In wide-body comfort. 


On time arrivals and departures 
with convenient onward 
connections. 


Biman 
BA NGLADESH AIRLINES 


Your home in the air 









Travel in luxurious Executive 
Class or home-like Economy 
Class in oriental hospitality. 
Enjoy the in-flight movies, 
select music and delicious 
continental and exotic oriental 
cuisine. 

Served with a smile. 











Manila’s club rules 


here are only a small number of 

players who dominate the Philip- 

pines’ two exchanges — and most 

know each other well. Indeed, a di- 
rector of the Manila Stock Exchange (MSE) 
told Shroff recently that playing the market 
was “like a regular weekend mahjong game 
played among friends.” 

It is not clear that this congenial atmo- 
sphere has served Manila well. The ex- 
changes were, after all, among the earliest or- 
ganised in Asia, but are now among the 
smallest — commanding a turnover last year 
of just P36.5 billion (US$1.73 billion). 

Worse still, skill and luck may not really 
be what is required of this kind of mahjong 
game, as the Securities and Exchange Com- 
mission (SEC) seems now to be discovering. 
An SEC report of 29 March shows that the 
structure of the exchanges provides an en- 
couraging environment in which insider 
trading can flourish. 

The SEC issued its first rules on insider 
trading back in 1973, and, refined through 
several amendments, the rules now bar any 
stockbroker from dealing in a company in 
which the directors or stockholders of the 
broking firm are directors. The rationale be- 
hind the rule is obvious: directors and offi- 
cers of listed firms have advance notice of 
price-moving news. 

There has been rampant violation of these 
rules. Directors of listed firms are public fig- 
ures, and with only a small number of active 
counters, itisunlikely that stockbrokers have 
studiously avoided dealing in issues of firms 
whose owners or directors are also the 
stockbrokers' owners or directors. 

Yet it was only last month that the SEC 
bothered to look into stockbrokers' interests 
in listed firms. The findings should have 
triggered no less than a fully fledged investi- 
gation into the Philippines securities indus- 


^Our audit shows that a majority of 
stockbrokers are also directors/officers of 
listed issues," the SEC report says. It notes 
that the presidents and chairmen of the two 
exchanges were directors or officers of listed 
firms. Only Gerry Urbina, president of the 
MSE, issued a statement indicating that he 
had resigned as director of a listed mining 
firm before it went public. 

Robert Coyuito, Jr, chairman of the 
MSE and one of the fastest rising stars in 
the Manila financial community, has 
an interesting record. According to the 
SEC report, Coyuito was a director of three 
listed, and highly active firms — Oriental 
Petroleum, Alcorn Petroleum and Philip- 
pine Commercial and Industrial Bank. 
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Coyuito hit the headlines of business pages 
late last year when he was quoted by two 
newspapers saying that oil had been struck 
off Palawan island. Share prices of those in- 
volved in the consortium had been soaring 
for several days. An SEC investigation into 
the matter has quietly died down. 

The SEC report had also noted that "efforts 
are made to go around the [SEC’s] stock- 
broker-director rule," citing the case of Al- 
fredo Ramos, a very active market player re- 
cently, who has challenged the Sorianos' 
hold over Atlas Mining and Development 
Corp. The report notes that, while Ramos is 
not a stockholder of Pyramid Securities, he 
doesownasubstantial chunk of Alakor Corp. 
which in turn is the majority stockholder of 
Pyramid. The report listed Ramos as being a 
director or officer of 11 listed firms, including 
speculative oil exploration enterprises. 

The SEC has started investigating reports 
that there could have been insider trading in- 
volving shares in Soriano-controlled San 
Miguel Corp. (SMc). On the morning of 31 
March, there was a spate of trading in SMC is- 
sues, with the class A stock jumping from 
P155 to P179 in a matter of hours. Yet it was 
only in the afternoon that the firm's directors 
anounced a 100% stock dividend and an 80 
centavo cash dividend. 

The SEC appears quite pow erless to en- 
force its rules, since brokers have a handy fig- 
leaf. They claim that those stocks w hose con- 
trol allows them to become directors of listed 


. firms, are owned not by themselves, but by 


their clients. They add that their director- 
ships safeguard clients' investments. 

Vivian Locsin, the new president of the 
Makati Stock Exchange (and director of two 
listed firms), is not quite so sure about that. 
She has promised to do some housecleaning 
within the exchange and to work for stricter 
disclosure rules. 

Brokers have long blamed the decline of 
the Philippine exchanges on the overall eco- 
nomic mismanagment of the Marcos regime. 
But it clearly has to clean up its own act if itis 
serious about attracting investors. 

a Rigoberto Tiglao 


Milking minority shareholders is not a 
practice confined to Hongkong — Singapo- 
rean companies can also occasionally be 
counted upon to do their part. 

Take the case of blue-chip Singapore 
Land. On 3 February, the company an- 
nounced that it was going to buy the 46.376 
stake it does not already own in Gateway 
Land Private Ltd (GLPL). For $$23.8 million 
(US$12.16 million), or25S cents foreach GLPL 
share, to be funded by issuing new shares, 
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SingLand would finally own all of a twin 
tower office complex it has financed through: 
thick and thin since December 1984. 
Two shareholders who together held 
about 17.3% of GLPL, Shing Kwan Invest- | 
ment Co. and Shingkwan Investment | 
(Panama), immediately accepted the offer. 
Contractor and 20% GLPL stakeholder, . 
Turner (East Asia) Pte, played harder to get. . 
On 3 April, SingLand announced that- 
both Shingkwan companies had decided to- 
"reconsider" the sale in view of “recent deve- 
lopments" in the property market. The re- 
cent development, of course, is the expected | 
sale of Standard Chartered Bank'sSingapore | 
headquarters at a benchmark $$1,500 a ft. 
Back in February, when the agreement-in- j 
principle was made, the office towers were | 
valued at roughly 5$950 a ft?. l 
Assessors now figure the Gateways 
space is worth at least $$1,125a ft?. Hence the 
decision to renegotiate by Shingkwan — | 
whose owner is none other than S. P. Tao, | 
the chairman of SingLand. Although Tao | 
himself owns 17.3% of SingLand stock, | 
Shroff assumes in this case that some 
minorities are more minor than others. — 
8 Jonathan Friedland 



















































SPOLETO ta dae 


After failing to reassure Hongkong peopl 
about their future, there have been hints 
of action to try to stop Hongkong group: 
from setting up offshore by making it dif 
ficult for them to get a Hongkong listing. | 
The moving spirit behind the notion tha ee 
such holding companies might be in som 
way be improper, or designed to avoid : 
Hongkong tax, is Legislative Councillor : 
Stephen Cheong. 
His ideas will doubtless find favour no 
only in Peking but also among Hongkony 
Government officials who feel that goin 
offshore is akin to “letting the side down.” In 
their eyes, such groups should not be al 
lowed to enjoy the benefits of the Hongkon 
Stock Exchange. | 
Shroff has always had doubts about the 
benefits of the Cayman Islands-Bermuda 
route, though it does afford companies th 
right to buy their own shares (something tha 
is illegal in Hongkong). But any efforts t 
stamp it out will only draw attention ti 
Hongkong's fragile political arrangements. 
Meanwhile, Shroff notes that companies 
such as those in the Li Ka-shing stable, tha 
have been loudest in denying any intentior 
of moving to Bermuda have used offshore 
companies to hold their foreign assets — |. 
rather than own them directly. There must |: 
beareasonanditdoesnotseemtobetax. | 
B Philip Bowring |. 
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able them to take over House of Fraser, the 
British stores group which owns Harrods, 
according to a report by British Govern- 
 ment-appointed inspectors. 
The report on the circumstances sur- 
rounding Al-Fayed's 1985 takeover, which 
foiled British trading group Lonrho's long- 
held ambition to own Harrods, has yet to be 
officially released. Extensive leaks, however, 
show that the investigators’ findings willem- 
barrass the ruler of Brunei as well as Prime 
Minister Margaret Thatcher's government. 
The report has only come out because 
Lonrho obtained a copy and sub- 
sequently published extracts from it 
in a special edition of the Observer 
newspaper, which it owns. The 
publication attracted injunctions 
from both the British Government 
and Al-Fayed, and the material can- 
not now be distributed by British 
newspapers. The dramatic report 
could become li 
Spycatcher — banned in Britain but 
available everywhere else. 
The British Government claims 
it cannot publish the report because 
it is lodged with the Serious Frauds 
.. Office which may bring criminal 
_ charges. 
m The investigators have pro- 
.. duced a devastating indictment of 
_ Mohamed Al-Fayed and his brothers. They 
— State bluntly that as their work progressed 
.. they "uncovered more and more cases 
_ where the Fayeds were plainly telling us 
= lies." Among their main conclusions are: 
( b "The Fayeds dishonestly misrepresented 
= their origins, their wealth, their business in- 
5^ terests and their resources." 
v b “Attempts to investigate their finances by 
. the press were frustrated or impeded by 
:. threats of legal action.” 
— M "We do not consider that Kleinworts 
-. [Kleinwort Benson, the merchant bank] un- 
^ dertook adequate independent verification 
z> or inquiry [before making statements about 
<: the A--Fayeds]." 
— A key question for the inspectors was 
= whether the Al-Fayeds purchased House 
.. Of Fraser in 1985 with their own funds. 
- The inspectors concluded that the acqui- 
-. Sition was aided by "somebody else's 
.. money." The Al-Fayeds enjoyed "the sud- 
= den arrival of astonishing large sums of 























money from the summer of 1984 onwards." 

The inspectors mention £50.5 million 
(US$85.3 million) transferred from an undis- 
closed account at Citicorp in Zurich, Switzer- 
land, to an accountin the Al-Fayeds' name at 
Royal Bank of Scotland on 25 June 1984. 
There was also US$330 million transferred 
from the same source on 22 August 1984. 

The inspectors had evidence that 
"Mohamed Fayed held, during the latter half 
of 1984, a power of attorney from the Sultan 
of Brunei." They say: "The conclusion that 
the money was derived from his association 
with the Sultan, looks not only possible but 
probable...” 

This is a conclusion which the REVIEW 
pointed towards as long agoas 1985 (REVIEW, 
27 June ‘85) and became one of the members 





of the world’s media to receive letters from 
Mohamed Al-Fayed's solicitors threatening 
legal action. 

Mohamed Al-Fayed has consistently 
denied that he and his brothers used money 
from the Sultan of Brunei to finance the pur- 
chase of House of Fraser. The sultan was 
clearly embarrassed by association with 
what had become one of the most controver- 
sial corporate takeovers in British commer- 
cial history. It was controversial primarily be- 
cause Lonrho chief executive “Tiny” Row- 
land alleged that Al-Fayed lied about his 
wealth and background and that these lies 
had helped Al-Fayed buy the stores group. 

Despite the controversy, the sultan has 
maintained his association with Mohamed 
Al-Fayed. In the course of researching a book 
on the sultan, this correspondent was told by 
a senior source in Brunei that Al-Fayed con- 
tinued to visit the Sultan in Brunei in 1987, 
making several visits during that year. 

Moreover, Al-Fayed remains closely in- 
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volved in the running of the sultan’s presti- 
gious London hotel, the Dorchester, and. 
has been involved in its current refurbish- 
ment. 

Because of the sultan's continued associa- 
tion with Al-Fayed, the emergence of the re- 
port is a major embarrassment to Brunei’s 
ruler. Indeed, this may be one reason why it 
has not been officially released. One British. 
newspaper has daimed that one of the. 
reasons why the British Government has. 
been so slow to publish the report is that it 
did not want to offend the sultan. Britain has 
reason to feel obliged to the Sultan because 
he is understood to have put US$2-3 billion 
intosterling when the British currency wasin 
crisis in early 1985 (REVIEW, 16 May ’85). 

The sultan appears to have been unfortu- 
nate in his choice of foreign advisers. One ad- 
viser, Adnan Khashoggi, was indicted in the 
US last year, accused of illegally helping 
former president Marcos to hide money 
taken from the Philippines. A second was 
Khoo Teck Puat. He is accused by the Brunei 
Government itself of misdemeanours in the 
running of the National Bank of Brunei. 

Shri Chandra Swamiji Maharaj (the 
Swami), the most prominent of the 
sultan’s spiritual guides, was 
another. He is awaiting trial on 
charges of breaking India’s foreign- 
exchange regulations. Former In- 
dian president Zail Singh has also 
alleged that the Swami offered him | 
huge sums of money in 1988 if he 
would help unseat Indian Prime 
Minister Rajiv Gandhi. 

The inspectors say: “It is, we 
hope, rare for deception of regulat- 
ory bodies to be practised on such 
a grand scale.” If the inspectors 
are right about Al-Fayed using his 
association with the sultan to help 
finance the purchase of House 
of Fraser, was the sultan deceived 
too? 

The sultan has started to leave open the 
possibility that he might unwittingly have 
been used by the Egyptian. In June last year, 
he authorised a statement issued to Box Pro- 
ductions, a British television company, in 
which he denied that he had helped to fi- 
nance the purchase of House of Fraser. 


went on to acknowledge that a power 

of attorney had been granted by 
the sultan to Mohamed Al-Fayed in con- 
nection with the sultan's purchase of the: 
Dorchester. 

It continued: "His Majesty has no evi- 
dence that the Al-Fayéds used the power of 
attorney granted in connection with The 
Dorchester hotel to further their business in- 
terests. If they did so, either in connection 
with the House of Fraser negotiations or in 
any other context, they did so totally without 
His Majesty’s authority.” Thesultan thus im- 
plied he might have helped to finance the _ 


B ut there was a rider. The statement 











purchase of House of Fraser without intend- 
ing to. 

Another prominent name mentioned in 
the report is Philippine businessman En- 
rique Zobel, former chairman of the Ayala 
Corp. Ayala built the sultan’s Istana Nurul 
Iman palace — the biggest palace in the 
world. 

Zobel apparently acted in cooperation 
with the Swami. The inspectors report that, 
according to an Indian doctor, Zobel bought 
recording equipment in London which was 
then used by the Swami to record conversa- 
tions which the Swami had with Mohamed 
Al-Fayed in June 1985. Al-Fayed has since 
claimed that the tapes are fake. However, the 
inspectors declare they are genuine. 

This lends extra importance and credibil- 
ity to these transcripts which were originally 
made available by Lonrho to the REVIEW in 
1986. In the conversations, the Swami indi- 
cated that he had been given information by 
Zobel and that Zobel was a friend of Maj.- 
Gen. Ibnu, Brunei’s deputy minister of de- 
fence. 

According to the Swami, as quoted in 
these transcripts, Zobel had information that 





The sultan; Rowland: questions of ownership. 


Al-Fayed owed the sultan money and that 
Al-Fayed had been able touse his association 
with the sultan to buy House of Fraser. Al- 
Fayed dismissed such assertions without di- 
rectly denying them. 

These tapes do not reveal the truth about 
how the House of Fraser acquisition was fi- 
nanced. But they do indicate the atmosphere 
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Inflation fears trigger credit squeeze 


Taiwan calls time 











By Jonathan Moore in Taipei 
aiwan's central bank has moved deci- 
i sively to squeeze money supply 
growth and limit inflation with sharp 
increases in banks' deposit reserve require- 
ment ratios and in the central bank's redis- 
count rate. 

This is Taiwan’s largest credit squeeze to 
date, and demonstrates Taiwan financial au- 
thorities’ growing desperation to limit the 
negative effects of three years of rapid money 
supply growth. Government policy has 
made a plain shift from growth at any cost to 
a new emphasis on maintaining price stabil- 
ity. The financial authorities received a rude 
shock when February’s inflation figures 
showed 4.1% rise in consumer prices. The 
indexin March is expected to show a5% rise. 

The Central Bank of China on 31 March 
raised deposit reserve requirements by two 
to four percentage points, and raised the 
rediscount rate (the rate at which the central 
bank relends to other banks) by one point, 
from 4.5% to 5.5%. The measures are ex- 
pected to siphon an excess NT$120-160 
billion (US$4.4-5.87 billion) from the 
highly liquid banking system, and could cut 
total money supply by more than NT$600 bil- 
lion. 

In response, short-term money market 
rates rose from 3.5% to 6% and prime lend- 
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ing rates climbed from 7% to between 7.75% 
and 8.75%. 

The bank’s announcement came just a 
week after the cabinet approved abroad plan 
by the Council for Economic Planning and 
Development (CEPD) to slow inflation by a 
combination of measures that included tight- 
ening credit, accelerating the privatisation of 
state enterprises, and reducing the trade 
surplus. The bank is determined to bring 
down money supply growth from its pre- 
sent rate of 26% to the 20% growth rate 
targeted by CEPD. 

But while economists and bankers in 
Taipei said they expected money supply 
growth to slow in the short run as a result of 
the tightening, most believe inflationary 
pressures are already at work in the Taiwan 
economy and will be difficult to head off at 
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Taiwan bank: tighter credit. 
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of intrigue surrounding the affair and the 
extent to which the sultan’s advisers com- 
peted for his favour. Zobel's part seems, to 
some degree, to have been an attempt to 
elicit and record statements from Al-Fayed to 
help discover what had happened. The 
British inspectors' task has not been that dif- 
ferent. Li 


this late date. Private expectations for infla- 
tion run as high as 7?6 in the second half of 
this year. 

“The central bank is fighting an uphill bat- 
tle. As longas the NT dollar keeps rising, the 
central bank will have a hard time stemming 
money supply growth," said Steve Kwiat- 
kowski, manager of the bond department at 
Asia Securities Inc. 

Meanwhile, tighter credit should slow 
borrowing for investment and could bring 
forward the date for an expected economic 
slowdown. "I think most economists expect 
a recession next year," said Lin Jong-shong, 
professor of finance at National Taiwan Uni- 
versity. "Now, maybe it will come in the 
fourth quarter," he said. 

The central bank last raised the reserve re- 
quirement in December with only short- 
lived effects. Prevailing liquidity has ensured 
that the high-flying local stockmarket, one of 
the government's main targets in the credit 
clampdown, will continue to climb. After a 
sharp, 314-point dip in the weighted price 
index on 1 April, stock prices rallied again, in- 
dicating investors’ bullish psychology re- 
mains unchanged. 

Taiwan was able to put off credit tighten- 
ing measures in the past because NT dollar 
appreciation, steady oil prices and tight limi- 
tations on money velocity helped suppress 
inflation. 

But even as the central bank tries to force 
liquidity from the system, the government is 
in the ticklish situation of also planning a 
spending boost for the domestic economy. 
The recent credit measures are designed to 
offset central government spending of about 
NT$400 billion in the next two years for in- 
frastructure projects. v 
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_ Singapore’s UIC buys stake in Malaysian bank 
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quire a 20% stake in the country’s fifth largest 
financial institution, Development and 
Commercial Bank (D&C). The stake is to be ac- 
quired from the publicly listed electrical 
appliance manufacturer and property deve- 
lopment company, Roxy Electric Industries 
(Malaysia), which has exercised effective 
control over the bank through a 33.2296 hold- 
ing since 1985. 

The UIC purchase still needs the approval 
of the Foreign Investment Committee and 
the relevant shareholders. If it goes ahead, it 
will be the final stage in the gradual loss of 
control of D&C by the Lee family, whose lumi- 
nary, the late Tun Sir Henry H. S. Lee 
founded the bank in 1965. 

In 1985, the Lee family injected the 33% 
stake into Roxy in return for 51% of Roxy but 
this had been whittled down to 29% by Sep- 
tember last year. Two Lee family members 
still remain on D&C's board but own less than 
1% of the bank's paid-up capital. 

D&C is the jewel in Roxy’s asset portfolio. 
Roxy’s management has clung on to it de- 
=> spite mounting debts now estimated at 
— . M$120 million (US$43.6 million). Recently, 


3 Roxy's shareholders tried to use the bank 


_ Stake as a lever to force UIC to bail out the 
-. whole of Roxy before getting its hands on the 
prize asset. Why UIC should be given the 
< goodies now without being forced toXake the 
.. dross has puzzled analysts. 

__ Two events seemed to have played a part 


-. in the decision to sell. First was the an- 


nouncement in mid-March of the resigna- 
tion from the Roxy board of six directors, all 
= of whom are identified with Datuk Alex Lee 
or his cabinet ally and long-time friend, Fi- 
nance Minister Datuk Paduka Daim Zainud- 
din. This appears to have been taken as a sig- 
nal to the creditor banks that it was open sea- 
son on Roxy, for about a week later the sec- 
. ond event took place — a bank tried to fore- 
-. doseononeofRoxy'sloans. 
*  . The facility in question is said to be was a 
. M$22 million syndicated term loan lead man- 
aged in July 1987 by Asian International Mer- 
_ chant Bankers (AmB), the merchant banking 
_ arm of United Malayan Banking Corp. Ac- 
= cording to sources, the loan was col- 
> lateralised by 37 million D&C shares, which 
- formed about a third of Roxy’s 33% stake in 
the bank, and was in arrears. 
E According to these sources, an attempt 
¿was made — with the tacit agreement of the 


tional equity corporation, Permodalan Na- 
sional (PNB), at a 20 M cents discount to mar- 
ket price, which at that stage was around 
M51. The sources believe that if the forced 
sale had gone through, Roxy would have 
been left with little choice but to sell the rest of 
its stake to PNB, as its control of D&C would 
have been lost and the remaining 22.3% 
greatly diminished in value as a result. 

When contacted by the REVIEW, AIMB gen- 
eral manager Wong Heng Wooi confirmed 
that AIMB had a loan outstanding to Roxy but 
professed ingnorance as to whether it was 
collaterised by D&C shares. He declined to 
say whether AIMB had attempted to foreclose 
on the loan or whether it had tried to sell the 
shares. 

Wong did say, however, that the en- 
trance of UIC on to the scene "caught us by 
surprise" — a reaction which seems to tally 


with most people' s in Kuala Lumpur. The 





M$1.20 a share offer made by UIC on 31 
March effectively scuppered any plans that 
the bank might have had to dispose of Roxy's 
D&C shareholding at a discount as it could 
have been proven in court that such a sale 
was an abuse of the minority shareholders. 

The irony of the whole story is that even if 
AIMB had not triggered off the sale, Roxy 
would have been forced to have disposed of 
the controlling interest anyway. Only a few 
weeks ago, D&C announced a new one-for- 
two 169.5 million rights issue at 75 M cents 
each. Roxy does not have the cash to sub- 
scribe and cannot raise more loans from the 
market. Its own M$135.6 million rights issue 
announced last year has stalled since uc 
pulled out of a sub-underwriting agreement 
which would have left it with a controlling 
stake in Roxy (REVIEW, 1 Dec. ’88). 

That said, UIC has not bought the stake at 
fire-sale prices. In its announcement of the 


. deal on 3 April, UIC stated that it would be 


buying 67.8 million 50 M cents shares in D&C 
from Roxy at a price of M$81.36 million cash. 
The shares are to be sold ex-rights but Roxy 
has undertaken to sell UIC the 33.9 million 
rights for 45 M cents each. After subscription 
costs of 75 M cents, the new shares will set 
UIC back a total of M$40.68 million. u 
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Don’t cash call us 
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By Review Correspondents 


HK$680 million (US$76.9 million) 
A cash call by Hongkong takeover artist 

Joseph Lau through property com- 
pany Chinese Estates, went embarrassingly 
undersubscribed on its 4 April closure. The 
deal’s difficulties look to be a negative verdict 
by investors on Lau’s history of demands on 
shareholders. 

The meagre 35% or so shareholder take- 
up came despite HK$3.10a share pricing that 
was at a 49% discount to the company’s al- 
leged pre-rights underlying net asset value of 
HK$6.12, and despite a substantially im- 


Ailing Chinese Estates 


Share price movement in HK$ 
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proved gearing. 

The issue, in fact, stemmed partly from 
demands by the Hongkong Stock Exchange 
(HKSE) that Chinese Estates broaden its 
shareholder rolls. Evergo did not take up its 
allotment, nor did Asia Securities, a major 
minority shareholder. 

However, the investors have not been 
impressed. Chinese Estates shares fell the 
moment the rights issue was announced on 
7 March. It could be that minorities, having 
already been called upon to disburse HK$2 
billion out of a total HK$3 billion in Lau fund- 
raisers over the past two years have finally 
got fed up. 

Joseph Lau first came to prominence five 
years ago when he sold ceiling fan manufac- 
turer Evergo Industrial to institutional in- 
vestors, and bought it back six months later 
at half the price. He later made an audacious 
bid for Hongkong & Shanghai Hotels taking 
on the powerful Kadoorie family. 

Thelustre has faded since then. When the 
stockmarket crashed, Lau was left with over 
HK$1 billion of stock losses and an aborted 
HKS33 billion rights issue to finance prime 
Wanchai properties. The means employed 
to raise cash have directly provoked tighter 
controls by the HKSE over warrant issues and 
— in one case last year — outright refusal of 
permission to list new shares. E 
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singapore bans private 
nvestment in Vietnam 


> Singapore on 4 April banned local 
i'usinessmen from investing in Vietnam and 
rdered companies which have already 
nvested to withdraw until Vietnam has 
vithdrawn its forces from Cambodia. 
jusinessmen who do not comply will have 
heir passports confiscated. One 
iingaporean firm is already running a 
»int-venture textile factory in Ho Chi Minh 
‘ity and Vietnamese officials are considering 
everal other investment applications from 
iingaporean companies. Diplomats in 
Tanoi estimate Singapore's annual trade 
'olume with Vietnam to have averaged 
round US$200 million in recent years. 


Peking company joins 

[hai property venture 

> China Resources, the Peking-owned 
tongkong-based company, will develop 
wo property projects in Thailand worth 
Jaht 6 billion (US$235.8 million) in a joint 
venture with the M. Thai group. The 
venture involves an international exhibition 


entre and a golf and country club near 
Jangkok. 


Foreign banks buy first 

stake in a Chinese bank 

> Three foreign banks will buy a 2576 stake 
n the Xiamen International Bank, a Chinese 
»rovincial bank with a registered capital of 
ibout US$100 million. The Asian 
Jevelopment Bank and the Long-term 
redit Bank of Japan will each take 10% and 
he First Interstate Bank of Hawaii 5%, the 
official Xinhua newsagency said. Foreign 
yanks cannot operate branches in China, 
only offices. 


Ihe US impose dumping 

duties on Thai bearings 

> TheUSCommerce Department imposed 
1 permanent 21.5% countervailing duty on 
niniature ball bearings exported from 
Thailand. The action was directed at the 
apanese-based Minebea group, which was 
‘uled to be dumping bearings from both its 
hai and Singapore operations. Minebea, 
ne of Thailand's largest employers, 
exported nearly US$20 million in ball 
»earings to the US in 1988. 


Labour disputes hit 
south Korean exports 


> The South Korean Economic Planning 
30ard (EPB) estimated that labour disputes in 
he first quarter cost Won 1.6 trillion 
US$2.39 billion) in lost production, 11 times 
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higher than in the first quarter of 1988. The 
disputes resulted in a loss of exports worth 
US$642 million, compared with US$20 
million the previous year. Preliminary 
figures indicate that South Korea may have 
had a small trade deficit in March, its first 
since August 1987. The EPB said there were 
322 labour disputes during the period 
compared with 224 the previous year. 
Strikes at Hyundai Heavy Industries, 
Daewoo Precision and Poongsan Metal 
were particularly damaging, it said. 


Cathay places US$1.1 billion 
order for Airbus jets 


> Hongkong’s Cathay Pacific on 3 April 
announced it will spend up to US$2.2 billion 
to buy 20 Airbus Industrie A330-200 aircraft. 
The purchase, Cathay’s largest ever, is 
aimed at helping it keep pace with regional 
air traffic demand. Firm orders were placed 
for 10 of the widebodied jets, valued at 
US$1.1 billion. They will be delivered in 
1995-96. Cathay can exercise an option to 
buy 10 more in 1997, the year Hongkong 
reverts to Chinese sovereignty. 


Business indicators 


Tin prices soar 





Malaysian highway project 
secures construction funds 

»> Malaysia’s North-South Highway 
concession company, Projek Lebuhraya 
Utara-Selatan (Plus), has secured the 
financing it needs to begin building the 
controversial M$3.4 billion (US$1.24 billion) 
trunk road scheme. On 31 March, Plus 
announced a 36% over-subscription by local 
banks to its M$2.5 billion syndicated term 
loan. Plus also revealed firm offers for 
US$350 million of commercial loans from 
foreign banks, in addition to concessional 
financing totalling US$850 million from the 
French and Taiwan governments and a 
consortium of Japanese banks. 
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Bond tries to calm staff 
over Lonrho ‘smears’ 


> To counter what he descibed as a "an 
organised campaign of disinformation" 
aimed at harming his business, Australia's 
Bond Corp. executive chairman Alan Bond 
has circulated a personal letter to staff 
assuring them the group is financially 
healthy, recording a record half-yearly profit 
of A$171 million (US$140.2 million), up 64% 
on the previous corresponding period. The 
campaign — a reference to material 
circulated by London conglomerate Lonrho 
during Bond's recent unsuccessful takeover 
bid — was aimed at achieving through 
unethical means what business competitors 
could not achieve in the marketplace, Bond 
said. 


Taiwan Power censured 
over US coal purchases 


> Taiwan's watchdog agency, the Control 
Yuan, approved a motion on 28 March to 
censure the state-owned Taiwan Power Co. 
and its governing agency, the Ministry of 
Economic Affairs, for mishandled coal 
purchases from US companies. Taiwan 
Power had overpaid for its coal by NT$5.9 
billion (US$216.5 million) since 1980, the 
report said. It recommended that the Bureau 
of Investigation impeach any officials found 
to have deliberately bought coal at inflated 
prices for personal profit. 


Japan drops anti-dumping 
charges again South Korea 


> Japanese knitwear producers have 
formally dropped a dumping suit against 
their South Korean competitors, after the 
South Koreans promised to restrict 
“voluntarily” the growth of their exports to 
Japan to no more than 1% a year for three 
years. The agreement will set floor prices for 
the knitwear entering Japan. The move 
averts a possible investigation of an 
allegation made last October that South 
Korean knitwear was being sold in Japan at 
unfairly low prices. 


Philippine rice 


prices surge 

P Ricepricesin Manila has jumped from an 
average of P6.50 (30 UScents) a kg to P9.50, 
as a result of speculation that Philippine 
Government would raise its buying price 
from producers to comply with the 
economic programme it submitted to the 
IMF. In response to the price surge, the 
government has cracked down on traders 
alleged to be hoarding rice. It also disclosed 
plans to import about 250,000 tonnes of rice 
from Thailand. 
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The first week of the new financial year 
saw the Nikkei rise 4.976 to a new high, 
buoyed by tax changes and celebratory 
buying for the exchange's 40th 
anniversary. Chemical stocks led, with 
Mitsui Petrochemical up ¥660 (Us$4.97) to 
¥2,200 and Mitsui Toatsu gaining ¥260 to 
¥1,210. Electricals also surged. Turnover 
was 1.4b shares a day, worth x1.9t. 


Lack of interest in local stocks led to drift as 
residual nervousness over short-term 
interest rates took control. A sharp fall 
mid-period was quickly corrected, but no 
direction emerged. Volume slumped to 
482.5m shares a day, worth HK$987.7m 
(US$126.6m). Hongkong Bank fell 15 HK 
cents to HK$7.30, and Sino Land fell 3 HK 
cents to 63 HK cents. 


Blue-chip prices remained static while 
investors bought low-liners and warrants 
in a period which brokers say presages a 
correction. Turnover fell slightly to 
average 93.8m shares a day, valued at 
5$133.8m (US$68.3m). Tan Chong Motors 
rose 4.5 S cents to 99.5 s cents while 
Multi-Purpose Holdings gained 7.5 

S cents to 89.5 s cents. 


Share prices continued their upward 
climb, though profit-taking throughout 


the week moderated gains. Average daily 


volume was 30.5m shares, valued at 
M$50.5m (US$18.4m). Companies in the 
Hong Leong stable rose sharply on 
rumours of an imminent major deal: HL 
Finance finished 28 M cents up at M$4.48, 
and Hume leaped M$1.01 to M$3.82. 


The market again ignored gains overseas 


: andslumped toa four-week nadir. The All 


Ordinaries Index dropped 34 points to 
1,452. Local institutions remained more 
interested in high-yielding bonds than 
equities. BHP, reporting flat third-quarter 
profits, slipped to A$7.62 (US$6.25). 
Turnover was a moderate 474.71m shares 
worth A$823.92m. 


The end of the institutions’ financial year 
dictated caution, and depressed trading. 
Volume was 44.66m shares worth 
NZ$253.2m (US$155.8m). A report to the 
attorney-general about the stock exchange 
was delivered, and is due for release in 
April. Fletcher Challenge fell 11 NZ cents to 
NZ$35.15, and Brierley fell 8 NZ cents to 
NZ$1.42. 
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Prices surged, lifted by strong interest in 
commercial-industrial issues. Daily 
turnover averaged 1.7b shares, worth 
P177.6m (US$8.33m). San Miguel shot up, 
but the leap anticipated the board’s 
declaration of dividends, and is under 
investigation for possible insider trading. 
PLDT rose P45 to P300 while Ayala rose 
from P15.75 to 218.50. 


The market broke through the 1,000-point 
barrier, but profit-taking kept the week’s 
gains modest. Daily volume averaged a 
heavy 22.4m shares worth Won 542.3b 
(US$809.4m), but on 31 Mar. a record 
30.5m shares changed hands. Optimism 
over domestic demand pushed food 
shares up 10.2% and Seoul Food rose 
18.1%. Chemicals gained 8.3%. 


Prices underwent a correction, mostly 
because of stiff central bank measures on 
31 Mar. to tighten credit. But on the last 
day of the period, investors shrugged off 
the bad news, and the index rebounded 
by 149 points. Turnover was down at 
NT$50.07b (US$1.84b). Hualon Textile 
dropped NT$19 to NT$161, and Lien Hwa 
Chemical fell 8.9% to NT$86.50. 


The market edged up, but a lack of 
external stimuli depressed volume to 6.1m 
shares a day, worth Baht 546m (Us$21 .5m). 
Activity focused on small speculative 
issues such as electronic firms Kuang 
Charoen and Charoong Thai and real 
estate play Starblock. Padaeng Industry 
rose Baht 62 to 1,046; Thai President Foods 
gained Baht 29 to Baht 163. 


The market rebounded when carry- 
forward rates eased. The rally gained 
momentum when government-backed 
institutions returned to the ring after the 
weekend. Profit-taking set in, though, in 
the last day of trading which was 31 Mar. 
in this holiday-shortened period. Nocil 
gained Rs 85 (Us$5.47) to Rs 885, before 
slipping back to Rs 850. 


In the absence of dramatic economic 
information affecting the dollar or interest 
rates, the market focused on domestic US 
issues such as takeover activity. Prices 
finished narrowly mixed, and trading — 
totalling 786.2m shares — was mainly 
driven by index future-related program 
trades. The Dow Jones Industrial Average 
rose slightly. 
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«| economic development, recruits highly qualified men and women on 
7] a broad geographical basis from its 151 member countries. Applica- E: 
4 J tions are invited for this current vacancy: 
* | Research Economists: D 
|. | Manage major policy and research tasks in the areas of social sector D 
<2] costs and financing including: > 
| e design and organize a work program of policy and research and E 


operational support 


^ ] © coordinate the work of the division with other parts of The Bank | 


> | Successful candidates will meet the following criteria: 


economics or public finance. 
* strong research and analytical skills suitable for policy analysis. 
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writing 
* in-depth experience dealing with social sector costs and financing 
issues in developing countries 


v * demonstrated ability to lead complex missions and major analytical ; : 


(04 tasks 
(| © strong leadership, entrepreneurial and management skills 


(| The World Bank offers a competitive salary and benefits package im- | | 





CONSULTANTS 


The Canada-Asean Centre (CAC) is presently 
soliciting letters of interest to register with CAC from 
firms or individual consultants with expertise in Third 
World Development specifically in the areas of 
Human Resource Development, Education and 
Training. 


Consultants must be either firms owned by ASEAN 


nationals or Canadian firms established in the 
ASEAN region. 


Apply with C.V. and letter of interest (5 pages 

maximum) outlining experience in project planning, 
| management, monitoring and evaluation, and also 
. include consultancy fees expected to: 


Professional Services 


Canada-Asean Centre 
Robinson Road P.O. Box 845 


Singapore 9016 
.. All letters will be treated confidentially. 





5| e advanced academic training in economics, preferably with f 
| specialization in a field of applied microeconomics such as health f 


* superior ability to communicate complex ideas orally and in E 


ILASSIFIED ADVERTISEMENTS ~ 


Appointments | | 


HEAD OF ASIA AND PACIFIC REGION | 


Amnesty international (Al ) needs a Head of the Asia and | 
Pacific region of the Research Department based in Lon- - 
don. The work of the department includes investigating and 
documenting human rights violations in the region and pre- 
paring initiatives to be taken by Amnesty International in re- 
lation to prisoners of conscience, trial procedures, the 
treatment of prisoners and the death penalty. — cÓXE 
The Head of Region occupies a middle management posi- | ~- 
tion within the International Secretariat of Al. S/he super- | 
vises some 24 staff on strategy and techniques for action 
and research; approves texts and actions prepared by the 
research staff; advises on policy matters; and has im- 
mediate responsibility for various administrative, budget- |- 
ary and personnel matters. 

Candidates must have sound political judgement and ex- 
tensive knowledge of the Asia and Pacific region, with a 
specialist knowledge of one sub-region. Experience or de- . 
monstrable ability in supervising specialist staff is neces- 
sary, as is the ability to communicate well in English both - 
orally and in writing, and to represent Al externally. Know- |. 
ledge of an Asian language and/or another European lan- |. 
guage would be an asset. 


SALARY: £16,187 per annum 


CLOSING DATE FOR RECEIPT OF COMPLETED 
APPLICATION FORMS: 2 JUNE 1989 


For further information and an application form, please _ 
contact: iE 
Personnel Office, Amnesty International, International | 
Secretariat, 1 Easton St., London WC1X 8DJ. Tel: (01) |. 
837-3805. | 


amnesty 
international 


SENIOR CONSULTANT/CO-ORDINATOR 


The United Nations Economic and Social Commission for Asia and the = 
Pacific (ESCAP) is seeking a senior consultant to assist mainly in the im- |- 
plementation of research projects on economic development related to |: 
transnational corporations. DU 

The qualification requires Ph.D. in economics with at least ten years of |. . 
experience in relevant field. ur 

lease send resume by 30 April 1989 to Chief, Personnel Section, Unit- | 
ed Nations ESCAP, Rajdamnern Avenue, Bangkok 10200, Thailand. d 











Readers are recommended |. 
to make appropriate enquiries and take appropriate advice be- | _ 
fore sending any money, incurring any expense or entering | - 
into a binding commitment in relation to an advertisement. The | 
Far Eastern Economic Review shall not be liable to any person | ~ 
for loss or damage incurred or suffered as a result of his/her 
accepting or offering to accept an invitation contained in any 
advertisement published in the Review. 















Appointments 








y «Mr Institute of 
S. Social Studies 


the Hague, invites applications for the above post 


ISS 
| The ISS is a centre of higher education and research in development studies. Postgraduate teaching programmes 
| conducted in English are available at the Diploma, M.A., M.Phil. and Ph.D. levels. Most students come from de- 
| veloping countries. 
| Public Policy and Administration, one of the Institute's main areas of study, focusses on the efficiency and effec- 
tiveness of policy formulation of government bureaucracies in Asian, African and Latin American countries. As- 


. tional relations and territorial and functional decentralisation for different 
involved in the ongoing debate related to the margins of public intervention, 
trative failure. 


: teaching experience and publication record. . 
Salary is in accordance with Dutch university regulations. 


| CAMPAIGNING FOR HUMAN RIGHTS 


| The International Secretariat of Amnesty International 
| needs a CAMPAIGN COORDINATOR to coordinate its work 
with professional and social groups: trade unions, lawyers, 
| religious, youth and other organizations. S/he develops 
| materials on human rights issues affecting these groups, for 
| use by Al members throughout the world, and develops and 
| maintains contacts with relevant international organizations. 
| Experience of working with membership or campaigning or- 
| ganizations is desirable, and the ability to organize cam- 
| paigns, write materials, work in ateam and motivate others is 
essential. An interest in world current affairs, political and 
Cultural sensitivity, and fluent English are essential; French, 
Spanish or Arabic an asset. 


SALARY: £14,687 per annum 
CLOSING DATE: 26 May 1989 


_ | FOR FURTHER INFORMATION AND AN APPLICATION 
| PLEASE CONTACT: 

International Secretariat, Amnesty 

-. | International, 1 Easton Street, London WC1X 8DJ. Tel: 

< [(01)837-3805. 


amnesty 
international 


— Personal 


LONDON 














For sale, by private party, 
framed, signed lithographs by ar- 
tists: Gorman, Dali, Chagall, 
Miro. References and authen- 
ticities provided. Contact JOHN 
OGDEN, 3893 East Long Place, 
Littleton, Colorado 80122, 
U.S.A. (303) 779-5048, 


Discover the advantages of a luxury 

2S serviced apartment over a hotel 

Un : room ~ Send for details. . . 

. 99, Queen's Gate, London SW? 5AB, 
Tek 01-244 6966 Fax: 01-244 8214 









| PROFESSOR OF PUBLIC POLICY AND ADMINISTRATION 


 pects of structure and process in public policy management are a central area of concern as are inter-organisa- 
types of public policies. The faculty is 


and to market failure versus adminis- 


The successful candidate will partake in teaching, research, project and consultancy activities at both the ISS and 

| in Africa, Asia or Latin America and will be expected to provide leadership in these fields. Applicants should also 
| . be prepared to hold administrative office at the ISS. Moreover, s/he will be expected to play an innovating role in 

| setting priorities for future ISS activities in Public Policy and Administration. 

| Requirements include a Ph.D. in the social sciences, a proven interest in interdisciplinary work and a thorough ac- 
| quaintance with the major aspects of Public Policy and Administration in the Third World, demonstrated by 


Applications accompanied by a curriculum vitae and three references should be addressed to the Rector, Institute 
of Social Studies, P.O. Box 90733, 2509 LS The Hague, The Netherlands, before May 6, 1989. 
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IMMIGRATION —UK 
AND AUSTRALIA 
Specialist Immigration firm, 
with qualified professional 
staff, provides complete ser- 
vice for clients requiring resi- 
dent visas. Further details 


from: 


GARRICK & CO (Att FE) 


I 


85 New Cavendish St. 


Fax: 436 4311 





Education & Courses 


Postgraduate Studies in Economics 
The Management School 


University of LANCASTER 


M.Sc. in International Trade and Finance (one-year) l 
specialising in Finance, Trade and the Economies 
of International Business. 


Full-time and part-time M. Phil. and Ph.D. 



















UNIVERSITY OF NEWCASTLE - 
5 «77 UPONTYNE . i 


NORTHUMBRIAN UNIVER- - 
SITIES’ EAST ASIA CENTRE | 
STUDENTSHIPS IN MODERN JAPANESE ` 
STUDIES ; 
The Northumbrian: Universities’ East 
Asia Centre (NUEAC) of the University | 
of Newcastle upon Tyne, invites appli- - 
cations for 2 studen m modem 
Japanese studies, with preference 
given to Japanese politics and interna- 
tional relations. Each studentship will - 
run for three years, from ist October 
989 or such other date as may be ar- 
ngon, and the successful candidates 
will be required to register for the de- . 
We QUT MIN niversity of New- | 
castie. ; 


NUEAC is a new Centre, comprising | 
the East Asia activities of the Univer- : 
sities of Newcastle and Durham. The | 
University of Newcastle h 





The studentship will cover the Univer- [ 
sity tuition fee (Currently £1,800 p.a. for 
Home/E.C. students) and a mainte- 
nance grant of £3,000 p.a. in addition, | 
one free return air ticket to Japan will | 


be available. 


Applications should be sent to: d 
Professor Reinhard Drifte, Northumb- | 
rian Universities’ East Asia Centre, | 
East Asia Centre, Department of Poli- 
tics, University of Newcastle, Newcas- [ 
tle upon Tyne NEI ZRU, ENGLAND, | 
not later than 27th April 1989. Applica- | 
tions should include a C. V. and an out- | 
line (not more than 600 words) of the | 
research proposal. 


This space is reserved for 
Classified Advertisements 
Reservations should be 

, addressed to: 


International Classified Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongk 
Tel: 5.8328300 Telex: 62497 REVAD HX 








research supervision. 


Economics refresher course (during August and 
September) for students preparing to enter 


Ss 


post-graduate courses at British Universities. 


For further information write to: 
Paul Ferguson, The Management School(1/E), 
University of Lancaster, LA1 4YX, England. 





Education & Courses 






































































































































ST. GEORGE’S SCHOOL 


(Founded 1927) 

CH-1815 Clarens-Montreux 

Beautiful lakeside British international boarding school for girls aged 
9-19 years. Preparation for university admission by G.C.E. «Oo & «A» 
and American S.A.T. & C.E.E.B. Computer Science. Intensive English & French. Own swim- 
ming pool, tennis & basketball courts (indoor & outdoor). 

SUMMER COURSES FOR BOYS & GIRLS (9-16 years). 

Tel: 21/964 34 I1, Tx: 453131 


$ 4 School year courses (from 15 to 22 years) 


French and «Finishing», French and Art, French and English 
(intensive). Many optional courses - Winter sports. 
MONT-FLEURI 
International School 


Summer holiday courses 
for Girls 


(from 12 to 18 years). French - English - Cooking - Sports 
For information: 


Mr. and Mrs. F. Sidler-Andreae, SURVAL-Mont-Fleuri, Route de Glion 44, 
CH-1820 Montreux 1, Phone 021/963 86 63, Telex 453162 surv ch, Fax 021/963 7013 


a LE MANOIR : 


CH-25280 LA NEUVEVILLE TEL. 038/5136 36 


COMMERCIAL STUDIES Secretary Diplomas 

LANGUAGE STUDIES, intensive French 

English - German - Spanish - italian - Summer 
Holidays Courses 

EDUCATION WHICH LEADS TO SUCCESS 


INSTITUTE ALPIN 
VIDEMANETTE 


Rougemont by Gstaad (Switzerland) 
Institute for girls (age 16 to 20 

Lange - commerce - cooking and —— Examinations of Alliance Francaise and Cam- 
bridge - GCSE language examinations and French «A» level. Winter Sports. Own tennis 
court and swimming pool. Beginning of the school year: October. Summer Camp for 
giris age 12 to 16 in July. Dir: Mrs. È L. Yersin, Tel. 029/4 81 32, CH-1838 Rougemont. 



















BM 


Brillantmont 

Av. Secrétan 16, CH-1005 Lausanne 
Tel. 021/2247 41 (from May 12th,1989: 021/312 47 41) 

Telex: 450 472 BMCH, Telefax: 021/20 8417 Boarding school for girls 13-19 


i CH-1012 Lausanne/ 
institution La Rosiaz (Lake of Geneva) 
ARAE Tx 454661 cmc 
im B Tel. 021/28 87 77 


Chateau Mont-Choisi 
Fax 021/28 88 64 


INTERNATIONAL BOARDING SCHOOL FOR GIRLS. @ Beautifully situated. Finest 
facilities for study and residence, tennis court, swimming-pool 6 Comprehensive academic program in 
small classes & Intensive French and English. Language lab. @ Full American Program. Grades 8-12. CEEB, 
TOEFL, AP. PG year. @ Secretarial and commercial courses. Computer science @ Diversified activities: art, 
music, ballet, cookery, sports Ed. trips. Winter vacations. Summer course. 


€ IGCSE and A Levels, Cambridge Board 

€ Preparation for the International 
Baccalaureat in French 

@ Modern Languages - French, English, 
Spanish, Italian, German 

€ School of commerce (two years’ course 
with emphasis on languages) 
















Study in Lausanne 


€ intensive French Courses (Alliance francaise) 

@ English all levels (Cambridge and RSA) 

€ Diploma: commercial, secretary and executive secretary 

@ Maturité suisse 6 Baccalauréat frangals Boarding 

@ Computer science 6 Word processor accommodation 

€ Summer Courses June-Sept. Ecole Lémania 
Informations: Tel. 21/201501 3, ch. de Préville 

Fax 021/22 67 00, Telex 450600 el ch CH-1001 Lausanne 


NIIS 


EDUCATION IN ENGLAND 


Send your son to School in England 
English Independent Schools offer First Class Educational and Social Advantages 


Sherborne School Study Centre provides 
Specialist Preparation for Admission to Good Schools 


The 'Bridge' to the Best in English Education 


Details from: 
Sherborne School Study Centre, Greenhill House, Sherborne, Dorset, UK 


Tel: 0935 814743 









Property 


Richard Ellis 





Lot 24 German Church Road, Redland Bay 


LOWE'S PLANT NURSERY 


Brisbane, Australia 


This ultra modern wholesale This rare and unique business 
nursery, potentially the largest in opportunity offers generous tax 
the southern hemisphere, is seton advantages and is close to the 
107.7 lush fertile acres. Situated tourism centres of Sanctuary Cove 
approx 31 radial kilometres from and Surfers Paradise. 
the Brisbane G.P.O. in the Shire of ; 

To be Auctioned on site 


^ * | , . 
Redlands which enjoys one of Qld's 11:30amThurs 20th April, 1989 


—€— population growth Se cra 
ing the | | 

eaturing the latest technology RICHARD ELLIS - 123 Eagle St, 

Brisbane. Q. 4000. Australia. 


in nursery production, the property 
includes: Numerous shade houses; 
Tony Ugrinic Ph. 617 833 9833 
A/H Ph. 617 399 9704 


Climate control sheds; aay, 
Fax 617 832 1326 
RAY WHITE 


shed; Workshop; Despatch; Office 
block ; 5 dams holding approx 30 

Acacia Ridge Ph. 617 277 1577 
A/H Danny Whyteross 


million gallons ;3 spacious modern 
residences; 3 phase power and 4 
pumping stations; Full inventory of 
machinery and equipment. 
Eria EA Ph. 617 299 6153 


129 ROOM MOTEL 
LAS VEGAS, NEVADA 
3 ACRES OF LAND ON LAS VEGAS BLVD. 
$3,750,000.00 
BEST WESTERN, WESTWIND 
PRIMES SO. CALIFORNIA BEACH PROPERTY 
NON-SEASONAL. NON-RENT CONTROL 
JUST 20 MINUTES TO LAX 
LUXURY. OWNERS PENTHOUSE & 11 UNITS 
UN-OBSTRUCTABLE OCEAN & CITY VIEWS 
Security system, Pool, & Elevator 
$3,500,000.00 
Just 2 blocks North Is 

“58” OCEAN FRONT UNITS 
Pool, security, city & ocean views 

Corner lot, and breath taking 

$10,500,000.00 
VIDEOS AVAILABLE UPON REQUEST 
Real Estate Broker 
RoseMarie Cerda-Jones 
FAX# 213 540-2607 
or write 

800 So. Pacific Coast Hwy. #307 
Redondo Beach, CA 90277 U.S.A. 





WEALDEN HOUSE 
FREE RELOCATION SERVICE 
For properties in the U.K. We have a 
comprehensive portfolio of properties 
throughout the U.K. Full property man- 
ment services e so available. 

Birdbrook, Stoneg ite, Wadhurst, East 
Sussex, England. N57EU 

Tel: 0435 517 Fax: 0892 515789, 
Telex: 93121023: 5 TWG 


This space is reserved for 
Classified Advertisements 
Reservations should be 


addressed to: 


International Classified Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
Tel:5-8328300 Telex: 62497 REVAD HX 
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A success in any language 


Women from Kelantan, Malaysia, are 
known for their initiative and a highly de- 
veloped sense of their own worth. Dr Nik 
Safiah Abdul Karim, 49, the new deputy di- 
rector-general of Malaysia’s language and 
literary board, the Dewan Bahasa and Pus- 
taka, is no exception. Safiah was the first 
sce" woman dean of the 
ES University of Malaya's 
Arts Faculty, and later 
head of its Malay 
Studies Department. 
W A well-known linguist 
= in the Malay-speaking 
world, she has written 
several books on the 
subject on which she 
has lectured for 22 
years. 

Safiah is worried that while many Malay- 
sians now speak Malay, the national lan- 
guage, few do so well enough to discuss 
philosophy, science or law. She believes that 
as long as professionals and academics 
trained abroad insist on lapsing into English, 
Malay will not become a medium of in- 
tellectual discourse. She says she is not 
anti-English: her four children are bilin- 
gual, besides being fluent in the Kelantan 
dialect and dabbling in one foreign lang- 
uage. 

Safiah credits her achievements to her na- 
tive culture and to the two men in her life — 
her father, who sent her away to school at a 
time when many of her contemporaries re- 
mained in the kitchen, and her husband, 
who took care of the children for two years 
while she completed her doctorate at Ohio 
University. Family outings figure high on 
her relaxation list, followed by music and de- 
tective novels. 





Watchdog opts for change 


After more than 10 years at the South Korean 
National Council of Churches (NCC), 
human-rights activist Rhee Kyoung Bai, 52, 
is leaving the terrain of dissident activities to 
become deputy secretary-general of the op- 
position Party for Peace and Democracy, led 
by Kim Dae Jung. 

“The change is enormous, from church 
work to a very hierarchical system of Korean 
politics,” said the Presbyterian layman who 
will oversee the party’s staffing, organisation 
and management. “But I needed some 
change, and managing the party gives me a 
chance to see how it will work for demo- 
cracy.” | 
Rhee's slight fij re is familiar to foreign 
correspondents who covered the arrests by 
secret police of dissidents during the 
emergency imposed from 1975 by then presi- 
dent Park Chung Hee. His ability to find out 


74 


PUBLIC EYE 


almost instantly who had been taken where 
by which agents impressed reporters. 

Rhee was arrested in August 1979 and 
jailed for two months for producing and dis- 
tributing in English the Human Rights News to 
keep foreign supporters and observers in- 
formed of the regime's abuses. The au- 
thorities said he was slandering the state by 
"spreading ill-founded rumours." Through- 
out his time at the NCC, Rhee rested only dur- 
ing short sabbaticals in Europe, studying 
ecumenical issues, most recently at Bossey 
Ecumenical Institute in Geneva in 1983-84. 


Single-minded over exchange 


Vivian Locsin, 38, the new president of the 
Makati Stock Exchange, expects to step on a 
few toes in her house-cleaning drive. Apart 
from ignoring the squeals of brokers by in- 
sisting on stricter disclosure rules, Locsin is 
likely to step on the toes of another woman 
executive, Rosario Lopez, head of the Philip- 
pines’ Securities and Exchange Commis- 
sion. The SEC wants Makati to merge with the 





Manila Stock Exchange. Neither exchange is 
interested in a shotgun wedding. 

Locsin runs the First Resources Manage- 
ment and Securities Corp., a tightly knit firm 
which has long been among the 10 brokers 
with the biggest volume of turnover. A 
member of the Yuchengco clan, one of the 
wealthiest Filipino-Chinese business groups 
in Manila in insurance and banking, she 
started out as an investment banker in a firm 
her father had set up with Japanese invest- 
ors. He taught her the brokerage business, 
and after a short stint in the firm, she decided 
to form her own company. 

Estranged from Teodoro "Teddyboy" 
Locsin, the former press secretary of Presi- 
dent Corazon Aquino, Vivian Locsin re- 
marked on the recent perceptible rise of 
Filipino women to top business posts: "We 
have plenty of women [who stand out in 
business]. It's just that when they are suc- 
cessful, they are usually separated . . . maybe 
because they have less time or none at all for 
home life, some are pressured by ego prob- 
lems with husbands and some just want to 
be independent." 
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Ambassador is well cast 


Good ambassadors rarely come tailor made, 
but Indonesia's new representative in New 
Delhi, Ida Bagus Mantra, 61, comes close to 
being just that. Mantra was governor of the 
Hindu island of Bali for two terms from 1978. 
A native of Bali, heisa Hindu, butlike all past 
Balinese governors, he is also of the Brahmin 
caste, as denoted by the honorificIda Bagus. 

As wellas having perfect caste credentials 
for his new post, he is also a specialist in 
Hindu art and culture. His doctorate thesis 
— from Viswa Bharati University in Calcutta 
— was on the Hindu holy book, the Bhagvad 
Gita. As a bureaucrat, he served as dir- 
ector-general of culture in the Ministry of 
Education and Culture in the 1970s. Before 
that he was rector of Udayana University in 
Bali. 

Mantra arrives in Delhi at a sensitive time 
for relations between the two countries. In- 
donesia is still feeling bruised by its unsuc- 
cessful attempt to secure the chairmanship of 
the non-aligned movement last year, for 
which India's support was less than con- 
spicuous. 


Now it s full sail ahead 


New Zealand merchant banker Michael Fay, 
39, might singlehandedly undo the damage 
of Rogernomics after winning the right for 
Auckland to host the premier international 
yacht race, the America's Cup, in April 1991. 
The cup will provide a much-needed eco- 
nomic shot in the arm for the recession-hit 
Kiwi economy. 

The Fremantle America's Cup in 1987 
generated some A$400 million (US$330.6 
million) for the Western Australian econ- 
omy. San Diego, whose yacht club fought off 
the challenge from Fay last September, 
hoped to rake in US$1 billion for staging the 
race. But those ambitions have been sunk by 
the decision of New York judge Carmen 
Ciparick that San ui 
Diego violated the race 
rules. 

A law graduate, 
former sheep shearer 
and truckdriver, Fay FN 
over 13 years went — . 
from making a series 
of cleverly timed in- : 
vestments in every- 
thing from apricots to 
thoroughbred horses 
to building a merchant bank, Fay, Richwaite 
and Co., in Auckland. 

Since 1987 yachting has been almost as 
full-time pursuit, and for the past six monthss 
he has been steering his case, documented! 
in 1,000 pages (weighing nine-and-a-halfs 
pounds), through US courts towards his» 
final vindication. » 


RICKY H 





13 APRIL 198g 


THE FINE ART OF FLYING 


by Jenkins. 





Phenomena Points North, South, East, West by Jenkins. Declaring himself an avid admirer of our style, the american painter, 
Paul Jenkins dedicated his vibrant work to the pleasure felt when flying on Air France wherever one goes. Which we feel is actually 
not really a phenomena, but something you can expect everytime you fly with us. 


It’s simply a matter of care in the atr. 


THE FINEART 
Mf OF FLYING 











Severiano Ballesteros. A strong mind is his secret. 
A strong watch his choice. 


The Times called it “arguably 
the finest last round in the 
history of the championship”. 

The man who played it 
called it “the best round of my 
life”. Then he added: “So far” 

In winning his third British 
Open Championship, Severiano 
Ballesteros had displayed, once 
again, the qualities that have 
caused so many of his peers to 
regard him as the finest player 
in the world. 

His game has always been 
noted for breathtaking drives 
and the kind of recovery shots 





THE ROLEX DAY-DATE CHRONOMETER IN I8CT. GOLD WITI 


that reveal a man who clearly 
does not recognise the word 


“quit . 


Since Seve was nine years 
old, practising clandestine golf 
strokes after hours on his home 
Pedrena golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most import- 
ant characteristic of a would- 
be champion, Ballesteros said 
promptly: ^A strong mind.” 

This single-minded search 


for perfection is reflected in his 
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I THE PRESIDENT BRACELET. ALSO AVAILABLE IN 18CT. WHITE GOLD OR IN PLATINUM. 


choice of watch: a Rolex Day- 
Date. 

It is a beautiful timepiece; 
but it is as tough and uncom- 
promising as his game. “It is a 
very strong watch, he says. “No 
water or sand can get into it 
at all.” 

No wonder. Severiano Balles- 
teros Rolex possesses an im- 
penetrable Oyster case and 
self-winding movement. 

Together, they ensure one 
thing: however tough | «117; 


the going, the tough 
ROLEX 
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THAIS ROYAL ORCHID SERVICE NOW EXTENDS 
TO TWELVE EUROPEAN DESTINATIONS. 


Flying to Europe? Thai now gives you 25 flights a week from Bangkok to choose from, 19 of which are non- 
stop. Plus a lot more besides. Like being waited on by charming cabin crew. Like selecting from superb menus 


(French champagne and wines, of course). Not to mention a fresh orchid for everyone le ) " 
CS Thai 


on board. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. 
We reach for the sky. 


MNC&H/THA 6478A 
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Social elites who are parasites 


Derek Davies [TRAVELLER'S TALES, 30 Mar.] 
described an insignificant section of 
Bangladeshis whose lives revolve around 
Dhaka and Chittagong and a few trips over- 
seas, which has led to such Western traits as 
over-indulgence in alcohol, pop music and a 
yearning for the latest fashions. These social 
elites thrive at the of under- 
privileged millions, and the 90% majority 
who livein rural areas. 

Bangladeshis are great survivors. De- 
spite floods and cyclones, on my recent trip 
to the villages of Bangladesh (December 
1988) I found the people were happy and 
contented. Two meals a day, shelter and 
basic clothing bring a lot more happiness to 
the rural masses there than in many coun- 


There was massive influx of aid after last 
year's flood, and for the first time the aid 
seems to have reached the people in need 
and there was little evidence of death or dis- 
ease caused by the floods. 
Melbourne 


More of this 'stagnation' please 

I was staggered to read Robin Broad and 
John Cavanagh's THE 5TH COLUMN [9 Feb.] 
arguing against developing countries fol- 
lowing the export-oriented path of the 
newly industrialised countries. 

For example, they speak of "the global 
stagnation of the 1980s." Yet the REVIEW's 
ECONOMIC INDICATORS in the same issue 
gives economic growth as more than 3%, 
and often above 5%, for the homelands of 
60% of the world's population in 1988 and 
1989. Some stagnation. It was not stagnation 
in the 1980s that got First World banks over 
the Third World debt crisis, either. 

Broad and Cavanagh speak of "corporate 
technologies" putting people out of work, 
singling out that large cohort of Third World 
workers, bank tellers and supermarket 
checkout clerks. But unemployment rates 
around the world do not correlate with the 
introduction or spread of the micropro- 
cessor. 

Broad and Cavanagh speak of Coca-Cola 

replacing sugar with corn syrup, surely the 
height of capitalist inconsiderateness, not to 
mention oppression. Then they act as 
though that example alone justifies their 
claim that “tens of millions of Third World 
workers” have been put out of work by 
“technological breakthroughs.” 

Broad and Cavanagh deplore the fact 
that Third World countries have “become 
even more dependent on the world econ- 
omy” and that they follow development 
strategies which cater “to the whims of the 
world market.” But they heartily endorse 
the world market when they say: “In a high- 
ly interdependent world, such demand- 
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mending] does not and cannot imply eco- 
nomic unn What cannot be pre: 


cannot be produced nationally i is purchased | 
from regional partners. Only those products - 
ers cannot provide. 


which regional 
need to be purchased from the developed 
world. 


centred development [as they are recom- = 





Indeed, what do Broad and Cavanagh 
think has been going on in the world econ- =< 


omy up until now if not precisely that? 
Pennsylvania 
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Catholicism and the Filipino-Chinese 


CHARLESW.SYDNOR © 


THE 5TH COLUMN [23 Mar.] on the Filipino- E 


Chinese entrepreneurs was commendable. 
The experience of these entrepreneurs re- 
flects that of other Overseas Chinese in 
Southeast Asia. As a Catholic, I was glad- 
dened by the column’s statement: “The 


mainly Catholic society is perhaps the most E 
tolerant of its ethnic Chinese minority in = 
Southeast Asia.” The demands of Christian- 


ity seem quite acceptable to Chinese culture. 
Some of our country's Catholic leaders are 


Filipino-Chinese, such as our envoy to the ~ E 
Vatican, Howard Dee, and Cardinal Jaime =- 


Sin. The only Filipino saint, San Lorenzo - 


Ruiz, was the son of a Chinese immigrant. 
The Filipino-Chinese sectors business 





confidence in the country’s democraticerais = 


logical. Only under a democracy can a small 


and non-political minority be secure from. uo 
arbitrary laws or impositions, where every- 





citizen has full rights and liberties. Thank = 
you for a thought-provoking and en-  . 


lightened 5TH COLUMN. The REVIEW is as 


relevant to businessmen as it is to Asia/s in- _ : T 


tellectuals. 


Manila RODOLEO V. LEDESMA 


As an American who often visits the Far — 
East, THE 5TH COLUMN [23 Mar.] confirmed 


my admiration for Filipino-Chinese entre- c 


preneurs and for other Overseas Chinese 
scattered across this region. A combination 
of internal fortitude plus external factors 


such as negative socio-historical conditions - 


have brought out the best in many of the 
Overseas Chinese as they play a leading part 
in Ásia's economic progress. 

New York 
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Tibet's hollow demand 


I beg to differ from the theme of the report — 
Repression repeated [16 Mar.] which as- 
serted that “the latest riots in Lhasa and the - 


severity of Peking’s response probably 
foreclosed any possibility of a negotiated set- 
tlement of the Tibetan issue." 


Both sides have seen the necessity for 
talks and thereis no reason why they should. 


be delayed much longed. But it has to be 
acknowledged that no Chinese leader in his 
right mind would accept independence for 


Tibet lest Toti Inner Mongolia, pro- 


ESTHER M. KOHN 
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Hong Kong, London and Shanghai since 1865. 
Japan since 1866. San Francisco since 1875. 
New York since 1880. The HongkongBank 
group’s experience in the markets of the world 
extends over a century. Its member companies, 
too, have long and distinguished histories in 
their respective markets: James Capel in the 
U.K., Marine Midland Bank in the U.S.A., 
and The British Bank of the Middle East in the 
Middle East. 


This means that through any of our 1,300 
offices in more than 50 countries, you can get 
access to advice from people immersed in 
those markets. 


For more information, contact your nearest 
office of the HongkongBank group. 


Intimate local knowledge. Global perspective. 
A management structure which produces fast 
decisions. That's our strength. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1988 
EXCEED USS$113 BILLION. 


IONEERS IN CONTAINER TRANSPORT . 
SINCE IT ALL BEGAN 


At times, container transport may appear 
menacingly mechanical. In port, giant ships 
and towering container cranes dominate the 
horizon, moved, it almost seems, by an unseen 
hand. 

Yet no matter how far containerization 
evolves, there will always be scope for the 
human touch. Such as for seasoned profes- 
sionals: people who know the sea and the 





demands it can make on your cargo. 

That's our firm belief at ScanDutch. It’s 
why every one of our stowage advisers is an 
experienced merchant seaman. And why 
shippers throughout Europe and the Far Fast 
have been entrusting us with their cargo since 
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inces in the former Manchuria, not forget- 
ing Taiwan and Hongkong, made similar 
lemands, causing the break-up of the 
chinese nation. So independence is out of 
he question. 

Tibet's claim to independence is as odd 
is Californians and Scots asking to split from 
he US and Britain respectively. 


tongkong C. L. HUANG 


Asean should dither no longer 

Thai Prime Minister Chatichai Choonha- 
van's recent rapprochement with Cambo- 
lian Premier Hun Sen is a sensible move, 
oven if itis at variance with Asean's stand in 
support of the anti-Vietnamese grouping. 
We believe Asean's stand is too soft and 
supports the wrong factions. 

Prince Sihanouk did nothing for his 
»eople while in power. While they lived in 
nisery, he was wining and dining in 
-hinese palaces and French chateaus. He 
lid not seem to have the interests of his 
»eople at heart then, and we do not expect 
re has changed. The Khmer Rouge is, of 
urse, synonymous with the genocide in 
~ambodia. Why should the Cambodian 
;»eople be faced with the bleak choice of 
"ither of these two factions? 

Asean should adopt a tougher and more 
herent stance towards the coalition fac- 
ions. It should provide them with an ul- 
imatum, a deadline, by which time they 
should settle their disagreements and start 
© look like a credible alternative, or else 
Asean should stop political support and mi- 
itary aid. The Choonhavan initiative is seen 
»y many here as brave and challenging. If 
Asean does not adopt a firmer stand, there 
vill be an endless series of meaningless in- 
ormal meetings, with no political solutions 
m offer, and Asean will become a laughing 
stock. 


Srunel ‘SEVEN STUDENTS’ 


Tokyo puts profit before morality 

With all the talk in Japan in recent weeks 
ibout principles of democracy in relation to 
such issues as the Recruit scandal, it is a 
shame that this concern has not been ex- 
ended to the foreign policies followed by 
our government. I refer to the decision to 
'ecognise and resume aid to Burma [Muted 
Aarping, 16 Mar.]. 

When other governments have cut dip- 
omatic ties with the military regime that is 
'esponsible for dreadful abuses of human 
ights and reducing a once wealthy nation to 
"least developed country" status, Japan has 
'eversed this trend and has given what it 
calls "implicit recognition" to Saw Maung's 
'egime. 

With Burma's announcement of a draft 
alection law, Japan has conveniently seen fit 
© interpret this as a movement towards 
democracy, on the part of Saw Maung. We 
should look deeper into our government's 
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reasoning to understand why at this time it 
has changed its policy on aid. 

The people in control of such policymak- 
ing run the risk of being accused of having 
close ties with the commercial interests 
which want to accelerate the exploitation of 
Burmese natural resources, and continue 
trading with the current regime. The value 
of teak logs, shrimp and soybeans obviously 
means more to our government than does 
the endorsement of human rights for the 
people of Burma. 

Nagoya, Japan KAY IKEZUMI 


Don't listen to the malcontents 

In the History by docu-drama [16 Feb.] 
Rodney Tasker made a somewhat personal 
statement: “Few Filipinos now refer to the 
event with nationalistic pride, which helps 
to explain the lack of interest in the 
documentary.” This is untrue, as revealed 
by the statistic that 76-78% of Filipinos in 
“televised” areas watched this television se- 
rial. 

By actions rather than words, Filipinos 
showed their support for President Corazon 
Aquino at the third anniversary of the revo- 
lution, despite advertised appeals by poli- 
tical oppositionists and self-proclaimed 
heroes of the revolution for people to stay 
home. 

Tasker must have talked to the wrong 


people: the Marcos loyalists, the former - 


Aquino allies who are now “disgruntled” (in 
reality, because they could not get what they 
wanted) and biased newsmen looking for 
ways negatively to influence the press and 
discredit the true heroes of the revolution — 
the Filipino people. 


Mania JOSE S. ALEJANDRO 


Out on a Lim, or two 

While I sympathise with some of the views 
expressed in the letter signed by "Marc Lim" 
in the 23 March issue, I regret that many of 
my friends think that it was written by me as 
I have previously written to your magazine 
on human-rights issues. 

Perhaps the other Marc Lim will let the 
REVIEW know if he really exists and will be 
kind enough to use his initials when writing 
for publication. 


London M.H. W. LIM 


Titlis, a peak attraction 

I always read TRAVELLER'S TALES with special 
interest, but this time [2 Mar.] I cannot see 
the point in the remarks about the Café Titlis 
in Sadang-dong in Seoul. 

Titlis, the name of the most famous 
mountain of central Switzerland, is writ- 
ten correctly. Close to the city of Luceme, 
Titlis is an outstanding attraction, visited by 
tens of thousands every year, many from 
Asia. 


Rome B. VINCENT 
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Hongkong's 
judiciary is in 
trouble. It has been 
rocked by scandal, 
is having difficulty 
attracting and 
retaining qualified 
local judges and 
magistrates, and 
faces the ominous 
task of adapting the 
territory's British common-law tradition to 
a future under Peking's rule after mid-1997. 
Hongkong correspondent Emily Lau takes 
a look at these and other problems facing 
the judiciary and discusses how Chief 
Justice Sir Ti-liang Yang, the first ethnic 
Chinese to lead the territory's judiciary, 
plans to tackle them. 20 
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Quavle For Indochina 

US Vice-President Dan Quayle, who was 
accused of hypocrisy during the election 
campaign for having taken hawkish views 
on US involvement in Vietnam while 
avoiding the draft himself, will finally have 
a chance to get close to an Indochina 
battlefield. During an official visit soon to 
Thailand, Quayle is expected to visit 
Cambodian refugee camps. While the 
Vietnamese announcement of a proposed 
withdrawal of troops from Cambodia 
could make a tough anti-Hanoi message 
somewhat belated, Quayle can be 
expected to criticise communist brutality. 
He will also visit Australia, Indonesia and 
Singapore. 
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order from Vietnam. The US$8.7 million 
order is from a Soviet-Vietnamese joint 
petroleum venture for a diving support 
vessel. The specialised boat will be built by 
Korea-Tacoma Marine Industries and is 
slated for delivery late next year. The firm 
is a defence contractor which has built 
many of the high-speed patrol boats in the 
South Korean navy. Korea-Tacoma is 
headed by Kim Jong Nak, brother of 
political leader Kim Jong Pil. 


Planning Problems 


Given the current political troubles of 
Japan's ruling Liberal Democratic Party, 
Tokyo's diplomats in Jakarta have their 
doubts about whether Prime Minister 
Noboru Takeshita's planned 4 May visit to 
Indonesia will go ahead. Although happy 
with the current state of Indonesian- 
Japanese relations, the embassy is 
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Despite some nervousness, the 
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concerned about the way each time a 
Japanese minister visits Indonesia, he is 
expected to announce an aid package. 
Takeshita planned to make a major policy 
speech concerning Asean in Jakarta. While 
this was not expected to contain much that 
was new, it would be the first major policy 
statement announced by a Japanese leader 
in Jakarta. 


Presidential Guests 
Vietnamese-backed Cambodian Premier 
Hun Sen will travel to Jakarta for talks on 2. 
May with resistance coalition president 
Prince Norodom Sihanouk as a guest of 
Indonesian President Suharto. From the 
Indonesian side this is probably no more 
than a balancing of courtesy extended to 
Sihanouk, who had a standing invitation 
from Suharto, made in order to facilitate 
the talks. But Hun Sen's propagandists are 
expected to make the most of any welcome 
formalities, as they did with Hun Sen's 


20 APRIL 198€ 


FarEasternEconomic 








Learning to be Thai (37). 


Business Affairs 


US-Asia : Economic Relations 
Washington puts pressure on countries 
which have erected barriers 44 





Gatt : Uruguay Round Review 

Geneva talks break the stalemate on farm 
subsidies but do little to suggest that major 
issues have been resolved 45 


Thailand : Companies 

Agribusiness giant Charoen Pokphand 
launches a broad-based diversification 
programme in Southeast Asia 46 


Philippines : Industry 
Car industry cartel comes under fire from 
legislators and the World Bank 48 


Malaysia : Commodities 

The International Natural Rubber 
Organisation raises price support 
levels 50 


recent Bangkok visit as Thai Prime 
Minister Chatichai Choonhavan's 
"personal" guest. 


Jitters Set In 


The visit to Peking 
beginning on 9 April 
by IMF managing 
director Michel 
Camdessus was 
thought to be in 
response to a Chinese 
request for help in 
coping with a 
potential crisis over 
domestic demand 
and inflation. Although described officially 
as an attempt to let the IMF see at first hand 
the problems of adjusting a centralised 
economy to market signals, the visit by 
Camdessus and a team of officials might 
result in requests for further financial 
support from the IMF. 


Camdessus. 
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Tone It Down. Sir 


The Thai military leadership is concerned 
about Chatichai's benign attitude towards 
Indochina. After Chatichai welcomed 
Vietnam's 5 April announcement on 
withdrawing its troops from Cambodia by 
the end of September, army commander 
Gen. Chaovalit Yongchaiyut made a 
private visit to Chatichai and is said to have 
asked him to soften his optimistic stance 
on Vietnam and consider the possibility 
that Hanoi had no intention of 
relinquishing military control of Cambodia. 


Testing Relations 


Washington is concerned about India's 
plan to test-fire a long-range rocket. US 
officials have informed New Delhi that a 
test could lead China to target its nuclear- 
tipped missiles on India — something it 
has apparently not done so far. And it has 
warned that if the range and payload of the 
missile were seen to be for offensive- 
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weapons capability, certain types of 
technology transfer to India could be 
halted. The US has previously said it 
would help India acquire rocket technology 
as long as development was confined to 
launching weather or communications 
satellites. 


Killing on Command 

Philippines’ New People’s Army (NPA) 
sparrow units, the squads of assassins 
operating in Manila and other urban 
centres, have been told not to target 
victims unless they have approval at 
provincial committee level. In a 27 

March statement that appeared to confirm 
the new practice, NPA commander Romulo 
Kintanar advised the units to be more 
“selective” in future, confining their 
attention to soldiers and policemen 

who had committed “serious crimes” 
against the people or the revolutionary 
movement. 





Troop withdrawal offer puts Asean and West in dilemma 


O stay t or not to stay 


By Rodney Tasker i in ı Bangkok and m 
Nayan Chandai in Washington 


he 5 April joint announcement 

from Hanoi, Phnom Penh and Vie- 

ntiane that Vietnam would with- 

draw its remaining 50-70,000 
troops from Cambodia by the end of Sep- 
tember — whether or not Cambodia's inter- 
nal conflict has been settled — has led even 
the most sceptical of Hanor's critics, to hope 
some resolution to the Cambodian question 
is in sight. 

The Asean countries, which have kept 
international diplomatic attention focused 
on the Vietnamese occupation of Cambodia, 
along with the US and other Western coun- 
tries have showed guarded optimism that 


the Vietnamese might be sincere. China and 


Prince Norodom Sihanouk, leader of the 
Cambodian resistance coalition, reacted 
negatively. 

By delivering what the US and the Asean 


countries have long wanted — total troop | 


withdrawal from Cambodia — the Vietnam- 
ese have intensified the West's policy di- 
lemma. 

For nearly a decade, a pullout has been 
the cornerstone of US policy towards Cam- 
bodia and a key condition for establishing 
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diplomatic relations with Hanoi. Additional 
objectives have been self-determination for 
the Cambodian people and prevention of 
the Khmer Rouge, under whose rule close 
to 1 million Cambodians were killed, from 
returning to power. 

The announcement of the withdrawal 
contained no timetable save for a final pull- 
out deadline of 30 September. But it did link 
the Vietnamese departure to a cessation of 
what it termed foreign interference in Cam- 
bodia, and also an end to foreign military aid 
to all Cambodian resistance factions. That 
was a reference mainly to China's pledge to 
cut off military supplies to the Khmer Rouge 
as Vietnamese troops withdrew. 

What worried the Western countries was 
the unilateral way in which Vietnam an- 
nounced its withdrawal and proposed that 
Poland, India and Canada — who were in- 
volved in the original supervisory commis- 
sion set up at the end of the French-In- 
dochina war in 1954 — to monitor this and 
ensure a simultaneous cut-off of foreign mi- 
litary supplies to resistance groups. 

. Before the 5 April announcement, Hanoi 
had said it would withdraw its troops by the 
end of 1990, but that they could be pulled 
out by September if a political settlement on 
Cambodia were reached. Hanoi has now 
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apparently dropped this condition. 

Hanoi apparently timed its announce- 
ment to pre-empt the May summit meeting 
between Soviet President ‘Mikhail Gor- 
bachov and Chinese leader Deng Xiaoping, 
when the Cambodian issue is expected to be 
high on the agenda. Perhaps sensing this, 
China’s Xinhua newsagency described the 
announcement as “nothing new.” Referring 
to Hanoi’s annual partial troop withdrawals 
over the past six years, it added that Viet- 
nam had "a notorious record of insincerity.” 

As for Vietnam's condition that all for- 
eign military supplies to the resistance be 
cut, Peking said it would only cut off its 
supplies when the last Vietnamese soldier 
had left Cambodia. 


he US State Department said that 

an international peacekeeping 

force should monitor the troop 

withdrawal, ceasefire and sub- 

sequent elections, but diplomatic sources in 

Bangkok doubt whether such a force as Viet- 

nam proposed could keep the peace in Cam- 

bodia, particularly with a well-armed 

Khmer Rouge army, estimated up to 30- 

40,000 strong, capable of taking advantage 
of a Vietnamese exit. — 

The one strong caveat in the announce- 





EDITORIAL / HONGKONG 


Keeping faith 


Where will the REVIEW goin 1997? We are asked this almost daily. 


The answer: we have no plans to move. Indeed, we do not. We . 


would like to remain based in Hongkong, the REvIEW's home 


since the magazine was founded 43 years ago. But we must be 
concerned about.developments over the future of Hongkong, 
particularly as they affect freedom of speech, of the press and of 
movement. 

Whatever our links to Hongkong, our obligations are to our 
readers at large, 85% of whom live outside our home base. We 
will move — we will have to — if we begin to feel pressures not to 
print certain stories, not to allow certain points of view in our 
pages, not to allow us freedom to employ whom we see fit. Or if 
by remaining here we should expose Hongkong citizens to arbi- 
trary arrest when they visit China on our behalf. 

We should not be worrying about any of these things. The 
Sino-British Joint Declaration of 1984 not only promised that 


Hongkong's liberties, institutions and way of life — the very 
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things that have enabled us to operate in and from Hongkong — 
will be guaranteed for 50 years after 1997. The declaration spelled 
out in some detail the nature of existing liberties and the institu- 


"tional basis for them. 


Nevertheless we are worried. There is dimitilshtog: confi- 
dence i in the commitment of both China and Britain to making | 
sure that the declaration is more than a piece of diplomatic paper. 
Although the future of Hongkong lies with China, the burden of | 
ensuring that the specifics and spirit of the declaration are carried — 
out-lies at least as much with the British. It is they, after all, who - 
should best understand the working of an open society, the role 
of law in protecting the individual from the state, the inter- . 
relationship between economic and social freedoms. It is they 
who ruled Hongkong for 150 years and they who excluded the _ 
Hongkong people from any direct say in their post-1997 future. 

There is legitimate debate in Hongkong over what local p politi- 
cal arrangements would best buttress the territory’ s freedoms 
against mainland bureaucracy, ideology, corruption and power - 
plays. But there should be no doubt of the responsibility of the ~ 





British for ensuring that the representative government prom- -.- 
ised in the 1984 declaration is just that — a government which . 


represents Hongkong people's interests and can stand up to. z 


mainland encroachments, rather than. government by aself-ap- — 


pointed group who want to enrich or paye themselves, KU 





nent was the affirmation of Phnom Penh’s 
‘ight to “call on other countries to give assist- 
ince to the Kampuchean people" if “foreign 
nterference" continued after the Vietnam- 
ese had left — read by diplomats as a 
oophole allowing the Vietnamese to return 
to Cambodia if it pronounced it necessary. 

Cambodian Premier Hun Sen has called 
on all parties to disarm the Khmer Rouge, 
force them to reveal their arms and ammuni- 
tion caches and to put those who were lead- 
ers during the Khmer Rouge reign of terror 
on trial. Clearly, this would be 
oeyond the means of the Vietnam- 
ase-proposed commission to 
achieve, particularly as Hun Sen en- 
visaged the force totalling only about 
500 lightly armed men. 

Sihanouk has suggested a 
peacekeeping force under UN con- 
trol, but Vietnamese Foreign Minis- 
ier Nguyen Co Thach has criticised 
the UN for having condemned the 
Vietnamese occupation for years, 
while recognising a resistance coali- 
tion including the Khmer Rouge. 

Sihanouk has also demanded that 


Many US analysts had believed that not- 
withstanding their pledges, the Vietnamese 
would never leave Cambodia unless they 
were convinced their protege regime in 
Phnom Penh would survive. They now be- 
lieve that Hanoi and Phnom Penh have con- 
cluded that the Khmer Rouge is less of a 
threat than previously assumed and are pre- 
pared to risk a departure of Vietnamese 
troops. Most US analysts do not share that 
view: they believe that the Khmer Rouge are 
being underestimated and are concerned 





the Heng Samrin regime in Phnom Vietnamese leave Phnom Penh last December. 


Penh be disbanded and that a provi- 

sional government be set up including all 
four political factions, to ensure that the 
Hanoi-backed regime did not have an unfair 
advantage in any subsequent election. Hun 
»en proposed instead that the name, flag 
and anthem of what is officially known as 
the People's Republic of Kampuchea be 
changed. 

Sihanouk called for an international con- 
ference in Paris, but did later agree to Hun 
Sen's invitation for further talks — their 
fourth session — in Jakarta in early May. 


that an Afghanistan-like civil war could 
break out — or worse, that the Khmer 
Rouge could return to power. 

The US State Department's cautious wel- 
come of the pullout announcement appears 
to be an effort to distance itself from too close 
an identification with the Chinese position 
on Cambodia. Pressure from the US Con- 
gress to do everything possible to stop the 
Khmer Rouge has grown, and US Secretary 
of State James Baker's casual remark at a 
congressional hearing that the Khmer 


Rouge would have to be included in an in- 
terim government because they were a "fact 
of life" drew intense criticism, and the State 
Department had to stress that policy had not 
changed. 

The day after the 5 April announcement, 
a group of congressional leaders meeting 
China's ambassador to the US Han Xu 
attacked Peking's support for the Khmer 
Rouge. Sources said some of the senior 
Republican legislators told Han that 
they would prefer Vietnamese troops 
remaining in (Cambodia to the 
Khmer Rouge’s return to power. 

Stephen Solarz, chairman of the 
House of Representatives Subcom- 
mittee on Asian and Pacific Affairs, 
who just returned from visiting Pe- 
king, Hanoi, Phnom Penh and other 
Southeast Asian capitals, has urged 
that the US policy dilemma be resolv- 
ed through arms and UN diplo- 
macy. He has called for the non-com- 
munist resistance groups led by 
Sihanouk and Son Sann to be better 
armed so that they can resist a Khmer 
Rouge bid for power. 

Solarz thinks that the current 
deadlock in talks over an interim 
government in Cambodia and disputed 
Khmer Rouge participation in it can be 
avoided by asking the UN to assume the 
responsibility of governing Cambodia and 
maintaining peace there until a free election 
can be held. 

Behind the public welcome in the US to 
the announcement there is a quiet scramble 
to develop policy to cope with the conse- 
quences of withdrawal. Interagency review 
of the Cambodian problem has now been 

accelerated. = 
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by doing Peking's bidding or by indulging Britain's desire for a 
quiet life. 

Immediately, London has a duty to ensure that China, 
through the Basic Law — the mini-constitution being formulated 
for Hongkong after 1997 — and through its actions, abides by the 
promises of the declaration. It must address three particular 
clauses in the draft Basic Law which threaten Hongkong free- 
doms. 

Article 23 provides for laws prohibiting secession, sedition or 
theft of state secrets. That could, for example, make it illegal for 
the REVIEW to publish anything — even a reader's letter — which 
advocated independence for Tibet or Taiwan. As for state secrets, 
the category potentially includes almost anything as has been 
demonstrated elsewhere in this region. 

Article 30 provides for freedom and privacy of communica- 
tion, but that is subject to the authorities’ right to censorship to 
meet "the needs of public security," another catch-all phrase. 

And on the all important question of interpretation of the 
Basic Law, Article 157 proposes that it should be within the 
power of the National People's Congress (NPC), not the Hong- 
kong courts unless specifically permitted by the NPC. 

The official version of the Law is the Chinese one, which will 
distance it further from Hongkong’s English-based system and 
its mass of precedents to assist interpretation. 


If Britain does not live up to its promises in the declaration, not 
only will individuals leave in growing numbers and more local 
groups move their holding companies to offshore islands, but 
businesses will start to move their actual assets and operations. 

The media may be especially vulnerable to encroachments on 
liberties and so may be particularly sensitive on the issue. But just 
in economic terms, the communications sector and the media 
form an important industry for Hongkong and enhance its re- 
gional role. It is a short step from encroachments on a free press, 
to emasculation of the legal system. And just another short step 
to making life difficult or impossible for the many sophisticated 
service industries which rely on the free flow of information and 
the expectation of a reasonable degree of justice and of apolitical 
decision-making. 

While Hongkong may be able to survive as a prosperous city 
in the China context without these advanced bourgeois luxuries, 
it would certainly have to surrender its position as an interna- 
tional city and regional centre — and the hopes many people 
have of catching up with Japan and the US. 

The British parliamentary foreign affairs committee visiting 
this month must realise that the more vigorously Britain acts now 
to ensure delivery of the declaration promises, the fewer the 
problems it will store up for the future. And the less likely that the 
REVIEW will have to find a new home. m The Editors 
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CHINA 


NPC session succeeds in avoiding political crises 


Politics on hold 


By Robert Delfs in Peking 
C hina’s communist party leaders are 





relieved now that the annual “two 

meetings” — the National People’s 
Congress (NPC) and the Chinese People’s 
Political Consultative Congress (CPPCC) — 
have been concluded uneventfully. The 
only real accomplishment of the two ses- 
sions was that any major political disaster 
was avoided. 

A flurry of petitions calling for the release 
of political prisoners signed by prominent 
Chinese intellectuals in the weeks leading 
up to the meetings had intensified official 
concern that students or dissident intellectu- 
als might attempt to organise demonstra- 
tions during the sessions. Widespread inter- 
national criticism of China’s handling of the 
riots in Tibet in early March also contributed 
to the sense of unease. 

However, there were no serious inci- 
dents other than the clumsy confiscation by 
Tianjin customs authorities of a petition to 
the NPC from Hongkong human-rights ac- 
tivists who, like their mainland 
counterparts, seek the release of 
political prisoners. The Tianjin 
episode had little critical coverage 
and no impact in China. 

Efforts to dampen the spirit of 
criticism among delegates and the 
press that had been briefly 
awakened at last year’s NPC meet- 
ing were largely successful — no 
small accomplishment given the 
shear magnitude of China’s current 
economic crisis and the conviction 
of many delegates that party and 
government leaders had simply ig- 
nored the concerns about rising 
prices and overheated economic 
growth expressed at the 1988 NPC 
session. 

But even if major political disas- 
ters were avoided, the uneasy 
atmosphere and inconclusive results of the 
NPC and CPPCC sessions left an uncomforta- 
ble degree of uncertainty concerning 
China’s political future. 

The work reports by Premier Li Peng 
and, more importantly, Vice-Premier Yao 
Yilin, offered no solutions beyond intensify- 
ing the country’s programme of austerity 
and recentralisation, announced in Sep- 
tember 1988. But besides incurring the en- 
mity and resistance of local leaders — all of 
whom appear to believe that their respective 
regions should be made an exception — the 
austerity programme seems to be failing. 
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Li: no solutions. 





Urban wages continued to rise in the first 
quarter, reaching 25-30% above early 1988 
levels. Energy shortages have reached the 
critical stage and beyond, idling factories all 
over China but especially in the key industri- 
al regions of the east and northeast. 

The restoration of state monopoly con- 
trols over the grain trade has worsened local 
shortages of feed grains. This, together with 
high grain prices, is leading farmers to 
slaughter livestock they cannot afford to 
feed, which means cheap pork now but 
another meat crisis by late summer or au- 
tumn. More ominously, despite continuing 
serious shortages of chemical fertilisers, 
there are reports that demand for fertilisers 
has fallen in some areas, suggesting that in 
these areas peasants may be intentionally re- 
ducing output to near self-subsistence 
levels. 

In neither Li or Yao's reports was there 
much evidence of a commitment to the kind 
of market-based reforms that party General 
Secretary Zhao Ziyang espoused in recent 
years as premier. Although Li's report for- 


mally states that the leadership holds collec- 
tive responsibility for the current economic 
mess, some sources say Zhao’s critics be- 
lieve he bears primary responsibility and 
should resign. 

Among the leading lights of the dump- 
Zhao movement, according to Hongkong- 
based Cheng Ming magazine, are conserva- 
tive party elders Chen Yun, Bo Yibo 
and Wang Zhen, plus former ideologist Hu 
Qiaomu and former chairman of the NPC 
standing committee, Peng Zhen. All 
these men were associated in varying de- 
grees with the overthrow of former party 
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general secretary Hu Yaobang in early 1987 
and the subsequent short-lived campaign 
against bourgeois liberalisation. With the ex- 
ception of Wang, who is state vice-presi- 
dent, all have retired from active state or 
party posts. 

Cheng Ming has argued that Zhao's critics 
have been joined by former president and 
politburo standing committee member Li 
Xiannian. According to the magazine’s un- 
substantiated account, Liis said to have told 
Deng Xiaoping that Zhao should make a 
self-criticism at the forthcoming 4th plenum 
of the party central committee, accepting re- 
sponsibility for the economic crisis and give 
up his post as party general secretary at the 
following plenum or a party conference later 
this year. Zhao might temporarily take over 
Deng’s post as chairman of the Central Mili- 
tary Commission (CMC), but a new chairman 
should be named at a subsequent party 
plenum. 

The postponement of the 4th party cen- 
tral committee plenum, originally expected 
to be held prior to the NPC and CPPCC meet- 
ings, raises the possibility that a behind-the- 
scenes power struggle is under way. If a 
serious challenge to either Deng’s leader- 
ship or Zhao's succession has been 
mounted, it would have made sense to post- 
pone the party plenum until after the Sino- 
Soviet summit, now only weeks away. 

It would hardly be surprising if such 
conservative party elders and ideologues 
as Bo Yibo and Hu Qiaomu had 
launched an attack on Zhao. But it 
is highly questionable whether they 
still have the influence to pull off 
any such 11th-hour coup. And 
there is no evidence whatsoever of 
a conservative ideological backlash 
such as that accompanying the at- 
tack on Hu Yaobang. 

The party leadership’s upper 
strata is fully aware that Deng — 
not Zhao — was the main cheer- 
leader for the politburo decision to 
adopt the comprehensive price re- 
forms in early 1988 which sparked 
panic-buying and bank runs. 
This has damaged Deng’s own per- 
sonal influence, which has 
weakened Zhao, but it also makes it 
extremely difficult to single out 
Zhao as a scapegoat for the current 
economic crisis. 

The attitude of China's military leaders, 
whose concurrence was a crucial factor in 
the downfall of Hu Yaobang, may be 
foremost among the key imponderables that 
will determine Zhao's political future. Some 
sources say Zhao has succeeded in reassur- 
ing some key military leaders that he is capa- 
ble of providing a stable centrist leadership 
and that he will be sensitive to their con- 
cerns. If the military were hostile to Zhao, it 
is unlikely that he could be named to replace 
Deng as chairman of the CMC, but appa- 
rently this is not the case. E 
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JAPAN 


Takeshita admits he accepted millions from Recruit 


Clinging to the ropes 


By Charles Smith in Tokyo 
T he apparently interminable Recruit 





share-peddling political scandal 

reached a crisis of sorts on 11 April 
when Japanese Prime Minister Noboru 
Takeshita confessed to parliament that he 
had received a total of ¥151 million (US$1.1 
million) from the Recruit group of com- 
panies between 1985 and 1987 in the form of 
political contributions. 

The Takeshita statement appears to have 
been an attempt to spike the opposition’s 
guns by putting an end to a series of damag- 
ing leaks in the media about the prime 
minister's links with Recruit and its founder, 
Hiromasa Ezoe, who is under arrest on brib- 
ery charges. But the unprecedented gesture 
may have backfired. 

Like two other prominent ruling Liberal 
Democratic Party (LDP) figures, former fi- 
nance minister Kiichi Miyazawa and form- 
er prime minister Yasuhiro Nakasone, 
Takeshita’s decision to speak out came only 
after he denied receiving funds from the 
company. He may have acted too late to re- 
store confidence in the cabinet, which has 
been battered both by Recruit and by the in- 
troduction, on 1 April, of a highly unpopu- 
lar 3% general consumption tax. 

Takeshita’s resignation has been ruled 
out in the past on the ground that he has no 
obvious successor (heir-apparent LDP secret- 
ary-general Shintaro Abe has also been tar- 
red with: the Recruit brush) and because the 
ruling party appeared united behind his 
leadership. But there are signs that party 
unity may now have begun to crack. One 
ominous development for the prime minis- 
ter in the past week has been the formation 
of an anti-Takeshita front by a group of 40 
middle-ranking parliamentarians on the 
party’s extreme Right, led by former trans- 
port minister Shintaro Ishihara. 

The group apparently lacks a candidate 
to succeed Takeshita but is arguing that both 
Takeshita and Abe should “take responsibil- 
ity” for Recruit by resigning. The leader of 
the LDr's fifth-largest faction, Toshio Ko- 
moto, has also suggested that Takeshita 
should step down. 

Komoto, a former businessman who 
once ran for party leadership, is himself a 
discredited figure thanks to his involvement 
in a major shipping bankruptcy. But Ko- 
moto’s faction could play a crucial balancing 
role if a power struggle erupts between the 
four mainstream factions supporting the 
cabinet. These are headed by Takeshita, 
Miyazawa, Abe and Nakasone. 
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Another ominous development has been 
the tendency for some of the LDP’s local or- 
ganisations to distance themselves from the 
leadership. LDP governors and mayors in 
many local areas now see Takeshita as a lia- 
bility rather than an asset in their election 
campaigns and are doing their best to dis- 
claim any links with the present cabinet. LDP 
members of the Nagoya municipal assem- 
bly, where an election for mayor is due on 23 
April, passed a resolution on 8 April calling 
on Takeshita to resign in an apparent bid to 
prevent the break-up of a local coalition with 
non-communist opposition parties. 

Calls for Takeshita to go from within his 
own party do not mean that the struggle is 
all over, bar the shouting. Despite extremely 
low support levels revealed in recent public 
opinion polls — only 9%, according to a 
Mainichi Shimbun newspaper poll — 
Takeshita can still count on the backing of 
more than 80% of the membership of the 
parliamentary LDP. His cool response to hos- 





Takeshita: congession backfire. 


tile questioning during the 11 April session 
of parliament may be another sign that he 
still has something in reserve. 

But the confidence being shown in the 
prime minister by the parliamentary LDP 
could start to shatter if the government fails 
to persuade the four non-communist oppo- 
sition parties to end their current boycott of 
parliament before the last week of April. 
This is the deadline for a vote on the 1989 
main budget, already seriously delayed by 
opposition tactics of insisting on a “prior set- 
tlement" of the Recruit affair. 

Failure to put the budget through parlia- 
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ment by 21 April would create a first class 
administrative crisis, over and above the po- 
litical crisis already caused by the bickering 
over Recruit. A budget hiatus could also 
generate demands for political change from 
the business world, which has stood firmly 
behind Takeshita but is now beginning to 
show signs of serious concern about the eco- 
nomic side effects of Recruit. 

A “forced vote” on the budget by the LDP 
alone is theoretically possible, given that the 
constitution allows the ruling party to pass 
legislation on its own if the opposition fails 
to attend parliament. But even Takeshita’s 
strongest supporters within the parliamen- 
tary LDP appear to believe that railroading 
the budget law through the house would be 
tantamount to admitting that the party had 
lost the ability to govern through normal 
methods. 

Introducing a provisional stopgap 
budget would also be technically possible. 
But this too would merely underline the 
government's impotence in the face of hos- 
tle public opinion and the opposition's 
boycott strategy. 

The correct response to a failure to secure 
a vote on the budget, most analysts believe, 
would be for Takeshita to resign or to dis- 
solve parliament and call a general election. 
In practice, the second alternative would be 
more likely since there is no obvious suc- 
cessor to Takeshita as party leader. 

In order to avoid disaster in the forth- 
coming budget debate, Takeshita is believed 
to be hoping to split the common front of 
four non-communist opposition parties by 
offering incentives that might lure at least 
two of the four back into parliament. LDP 
sources claim that the Democratic Socialist 
Party (DSP), the smaller and less doctrinaire 
of the two socialist parties, is unwilling to 
face an early general election and could thus 
be interested in finding a way to end the 
deadlock in parliament even if this means 
abandoning the Japan Socialist Party (JSP), 
which has set itself up as leader of the oppo- 
sition front. 

The Buddhist-oriented Komei party is 
also claimed to be "shaky." Like the DSP, 
Komei has had its own share of casualties in 
the Recruit affair and would probably do 
poorly if an election were held in the near fu- 
ture. Komei leaders also claim to have been 
“outraged” by the selfishness of the JSP in re- 
fusing to agree to nominate joint opposition 
candidates in some constituencies where 
the four opposition parties together might 
have an excellent chance of defeating sitting 
LDP MPs. 

The excuse which Komei and the DSP 
need to renounce their alliance with the 
hardline JSP could turn out to be acceptance 
by the LDP of the opposition demand to have 
Nakasone give evidence under oath to the 
parliamentary committee that has been in- 
vestigating the Recruit affair. Nakasone has 
so far adamantly refused demands that he 
appear before the committee. a 


13 


HEC O NATE” AOR PSA RES 


| 


BRIEFING 


Taiwan dissident 
sets fire to himself 


> Taiwan dissident journalist Cheng 
Nan-zong became a martyr for Taiwan's 
independence movement on 7 April when 
he set himself on fire and died while police 
stormed his office to arrest him on sedition 
charges. With Taiwan independence 
supporters seizing the event as an 
opportunity to promote their cause, the 
incident is likely to further divide the 
opposition Democratic Progressive Party 
(DPP), which is doing its best to hold 
together moderate and radical 
constituencies. Cheng, an eccentric radical 
with ties to the Dpr’s leftwing, had been 
indicted for publishing in his magazine, the 
Freedom Era Weekly, a hypothetical 
constitution for an independent Taiwan — 
considered as treason by the government, 
which claims to represent all China. 


South Korea slows down 
communist détente 

P Criticisms by the press and opposition 
parties over the government's handling of 
the Rev. Moon Ik Hwan's unauthorised trip 
to North Korea is beginning to restrain its 
initiatives on promoting détente with 
Moscow and Peking. Foreign Minister Choi 
Ho Joong on 10 April said Seoul should 
exercise caution in seeking economic 
relations with these communist 
superpowers, while a trade delegation by 
the Federation of Korean Industries has 
indefinitely postponed its departure for 
Moscow, which had been scheduled for 14 
April. The federation's decision has 
touched off speculation that the pace of 
Seoul’s trade ties with Moscow and Peking 
will slow down. 


Thai cabinet considers 

plight of northeast region 

> The Thai cabinet held an unprecedented 
meeting in Khon Kaen, in northeast 
Thailand on 8 April, when it was decided to 
launch a number of projects to help people 
in the economically deprived region. One of 
the proposals given the go-ahead was a 
Baht 18 billion (US$705.8 million) project to 
draw water from the Mekong River to 
provide irrigation for a wide swathe of land 
in the perennially drought-stricken area. 


Malaysian king confers 
state honour on Mahathir 
»> A week after the Kelantan sultan 
conferred awards normally given for 
gallantry on five judges who were 


suspended during the government- 
judiciary conflicts in 1988, Sultan Mahmood 
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Iskandar of Johor conferred the state’s 
highest award, normally reserved for 
royalty, on Malaysian Prime Minister Datuk 
Seri Mahathir Mohamad. The bestowal of 
the Darjah Kerabat Yang Amat Mulia (First 
Class) on 8 April also capped a relationship 
that became increasingly warmer during 
Mahmood's reign as Malaysia's eighth 
king, which ends on 25 April. Mahathir 
returned to work on 4 April, after a month's 
rest following cardiac surgery. 


Communists suspected of 
bombing US facilities 


> A communist sapper team was 
suspected of being responsible for 
detonating four home-made bombs which 
caused some damage to US facilities inside 
an Armed Forces of the Philippines (AFP) 
communications relay station in northern 
Benguet province on 9 April. But a Clark Air 
Force base spokesman said the facilities 
remained in operation despite the reported 
destruction of a moveable antenna and 
damage to three power pylons. The 
spokesman denied statements by AFP chief 
of staff Gen. Renato de Villa that the 
mountain-top station belonged to the US 
and said there were no US servicemen there 
at the time of the pre-dawn attack. 






Social indicators | 
Birth control in South Asia* 
' 








"Percentage of married women of child bearing 
age using contraception in 1985 


Source: World Development Report 1988 


Indonesians consider 

regional grouping 

»> Australia's proposal for an Asia-Pacific 
organisation of economic cooperation, 
along the lines of the OECD, received what 
Australian sources described as "serious 
attention" from Indonesian officials during 
the 8-11 April visit to Jakarta by Canberra's 
special envoy Richard Woolcott. Woolcott, 
whois touring the Pacific, Asean, South 
Korea and Japan to explain the proposal 
initiated by Australian Prime Minister Bob 
Hawke, said the Indonesians gave their 
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backing to the idea of a ministerial-level 
meeting in October or November this year. 
Woolcott will later go to Peking and 
Washington to discuss the proposal. 


China expels Chen Jun 


and rebuffs his wife 


P» The Chinese 
Government has 
expelled human- 
rights activist Chen 
Jun and refused to 
renew his wife 
Jennifer Holdaway's 
visa. Chen, who was 
involved in organising 
a petition for the 
release of political 
prisoners in China, has flown to the US 
where he has permanent resident status. 
His wife, whois British, flew to Hongkong to 
renew her visa but her application was 
turned down. 





Chen. 


Tigers turn down 

ceasefire offer 

> The Liberation Tigers of Tamil Eelam 
(LTTE), the Sri Lankan Tamil separatist 
group, rejected a peace offer by Colombo, 
claiming it was only a ploy to force them to 
lay down their arms. The Sri Lankan 
Government's week-long unilateral 
ceasefire went into effect on 12 April. The 
LTTE said it had not been consulted on the 
ceasefire and vowed to continue its fight. 
Meanwhile, New Delhi announced that a 
substantial portion of its 50,000-strong 
peacekeeping force in Sri Lanka would be 
withdrawn as the security situation there 
had improved. However, the Indian 
Government did not release the details of 
the numbers and timing of the troop 
pullout. 


First official Mongolian 

visit to China in 40 years 

> Mongolian Foreign Minister 
Tserenpiliyn Gombosuren at the beginning 
of this month paid the first official visit to 
Peking since the establishment of diplomatic 
relations 40 years ago. Chinese Foreign 
Minister Qian Qichen described the visit as 
a "big event" in relations between the two 
countries, noting that there were no 
"outstanding unresolved issues" between 
them. The ministers signed agreements on 
setting up an inter-governmental joint 
commission on economic, trade and 
scientific and technical cooperation; on 
exchanges of visits by citizens, and on 
reopening the Mongolian consulate-general 
in Hohhot, capital of China's Inner 
Mongolia Autonomous Region. 
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Swissair customer portrait 25: Nicole Suter, Swiss in Tokyo, by Alberto Venzago. 
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AFGHANIS TAN 


Glaring weaknesses exposed in mujahideen ranks 


Siege mentality 


By Ahmed Rashid in Islamabad 


he stalemate in the battle for Jalalabad 

after five weeks of fighting has given 

Afghan President Najibullah time to 
ry out every diplomatic gambit to ensure 
us regime’s survival. It has also exposed the 
esieging mujahideen’s lack of experience in 
xetpiece battles and their lack of organisa- 
ion. 

The mujahideen failure to seize the city, 
vhich they had expected would fall in a 
natter of a few days, has additionally 
'aused severe problems for the Pakistani 
sovernment of Prime Minister Benazir 
3hutto, whose military continues to run its 
\fghan policy irrespective of whether it em- 
varrasses her government. 

Although the mujahideen launched yet 
inother major assault on Jalalabad recently, 
hey have so far been unable to puncture the 
ity's defence ring or completely capture the 
urport. The Kabul regime, therefore, has 
een able to supply its troops by air — and 
ntermittently by supply convoys, though 
he roads between Kabul and Jalalabad are 
10w controlled by the mujahideen. 

Some 20,000 civilians among the esti- 
nated 2 million in the city have fled to Pakis- 
an and reliable reports said two Af- 
zhan generals were killed early in the 
siege. But the tenacity of the city’s de- 
enders has not been the only sur- 
rise for the mujahideen and their 
"ackers. 

The Kabul regime's airforce has 
iso been very effective in its low- 
evel bombing and rocketing of 
nujahideen positions around the 
‘ity, despite the large-scale use of US- 
iupplied Stinger anti-aircraft missiles 
xy the guerillas — a tactic that had 
oroved so effective against Soviet air- 
raft before the Soviet troop pullout 
m 15 February. The expected mass 
lesertions of Afghan troops to the 
nujahideen have also not mate- 
ialised. 

The rebuff to the mujahideen can 
e largely put down to their military disor- 
anisation, the unwillingness of the differ- 
nt mujahideen groups to coordinate on the 
attlefield and a lack of experience in set- 
'lece battles. The interim mujahideen gov- 
rnment set up by the guerilla groups made 

belated attempt to rectify this by appoint- 
1g one of their battlefield commanders, 
‘ahya Noroz, as the commander-in-chief of 
he Jalalabad front. 

But the interim government is still not 
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completely in control. The Saudi-funded 
Wahabbi guerilla groups, who do not recog- 
nise the interim government, are a key de- 
stabilising factor on the battlefield. They 
have brought in hundreds of Arab volunteer 
fighters and their policy of killing all Kabul 
regime troops, and not accepting their sur- 
render, has stiffened the resolve of Najibul- 
lah’s troops to fight on. 

Najibullah, meanwhile, offered a cease- 
fire to mark the start of the Muslim fasting 
month in early April, appealed to the 
mujahideen to stop fighting, offered to 
allow them to administer the territory they 
controlled without interference from Kabul 
and tried to negotiate with key mujahideen 
commanders. 

He also sent Foreign Minister Abdul 
Wakil to the UN to ask for a security council 
meeting to discuss alleged Pakistani interfer- 
ence in Afghan affairs. Two captured men, 
whom Kabul accused of being Pakistani sol- 
diers, were given long prison sentences after 
a trial in Kabul. Pakistan has denied it has 
any military personnel inside Afghanistan. 

The political fallout of the Afghan war 
has also been considerable for Bhutto. In the 
first place, Bhutto does not have a grip on 
Afghan policy — that is still run by her mili- 





Mujahideen collect their dead: stalemate. 


tary. And now, she faces political pressure 
on that policy from provincial politicians. 

In Lahore, Punjab Chief Minister Nawaz 
Sharif, who heads the Islamic Democratic 
Alliance which is the strongest opposition 
group to Bhutto at national level, has called 
for immediate recognition of the mujahi- 
deen interim government, while his Islamic 
fundamentalist political allies are privately 
urging the Pakistani military to support the 
guerillas directly, whatever the cost. 
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In Peshawar on the border with Af- 
ghanistan, where many Afghan refugees 
have fled, the leftist Pathan leader Abdul 
Wali Khan has appealed to the UN, Soviet 
President Mikhail Gorbachov and Indian 
Prime Minister Rajiv Gandhi to help put an 
end to the civil war across the border. Wali 
Khan alleged in his letter to the UN that “the 
Pakistan army is involved in preparing mili- 
tary strategy for the Afghan resistance and 
supplying weapons.” 

Wali Khan is a coalition partner with 
Bhutto's Pakistan People's Party (PPP) in the 
North-West Frontier Province and his call 
has embarrassed the PPP, and led him to be 
branded a traitor by the opposition. 

Bhutto has not been able to act because 
her government is too wrapped up with the 
intensifying contradictions with the mili- 
tary's Inter-Services Intelligence (ISI), which 
reliable sources said is determined to con- 
tinue directing Afghan policy even if it em- 
barrasses the government. 

According to US press reports and dip- 
lomatic sources, Bhutto has the backing of a 
section of the administration in Washington 
and some US congressmen who have criti- 
cised the ISI for trying to impose an Islamic 
fundamentalist regime in Kabul. The CIA, 
however, backs the IsI because it wants a mi- 
litary victory. 

The lack of a unified policy on Afghanis- 
tan in Washington has confused the Pakis- 
tani establishment. Washington has ap- 
pointed Peter Tomsen, a senior American 
diplomat, as special envoy to the mujahi- 
deen with the rank of ambassador, but 
though this stops just short of US recogni- 
tion of the interim government, 
* itis unclear what his mandate will 

be. 

The Soviets are taking advan- 
tage of the divisions in Islamabad. 
Foreign Minister Eduard Shevard- 
nadze, while not criticising Bhutto, 
told the Soviet newsagency Tass that 
"the obstructionist course of the 
Pakistani military circles . . . is now 
the chief factor acting towards the 
continuation of bloodshed in Af- 
ghanistan.” 

The battle for Jalalabad has also 
put Bhutto’s most cherished foreign 
policy initiative — rapprochement 
with India — under threat. India pro- 
vides Kabul with humanitarian aid 
while the mujahideen claim that 
some 600 Indian military advisers are 

working with Najibullah’s troops, which 
India denies. Gandhi, however, has said he 
is convinced that the Najibullah regime will 
not fall. 

Many Pakistanis fear that the outcome of 
the battle for Jalalabad will determine much 
more than the fate of the Najibullah regime. 
They believe it will determine the future of 
the army’s relationship with the civilian gov- 
ernment and even the stability of Pakistan's 
experiment with democracy. ^ 
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Time is running out 


i Jn the British system. of government grafted on Hongkong, law 


| - and liberty are inextricably linked. Law provides the framework 
~~ for the provision of justice and the regulation of the social order, 


. anditrepresents a barrier between the rights and needs of the in- 
. dividual and the powers of the state. 
. . Vital, therefore, to the future of a Hongkong untied to English 


~ - "lavis and liberties is a competent and independent judiciary, an 
. honest, thriving and respected legal profession, and a system of 


legal administration which is respected by the mass of the people 
whose language is so different from the English of the common 


me law. 


And because Hongkong isa very small and weak place in the 


- context of the mass of China, laws must provide specific protec- 


he tion for existing. liberties and institutions. Those could be en- 

- shrined in the Basic Law, being drafted by China for the future 

| Hongkong Special Administrative Region government after 
1997, or in an unofficially proposed bill of rights. 







. With only eight years to go to 119 gal insti 
tions are not in the best of shape. Th i 
lax attitudes, uneven quality of judg 
confidence and public esteem needed to enlarge and ma : 
independence. The legal profession | hoe reputation fc for being - 
obsessed with making money, and though there is a general. 
public awareness that the judicial systemi is vastly fairerand more 
sophisticated than what prevails in China, there is much to be . 
done to make it more accessible. an | comprehensible to the - 
populace. d. ; 

As for the Basic Law, its draft so xdi provides almost nocom- 
fort to those concerned with liberties. Indeed, its very vagueness — 
offers vast opportunities for politically motivated dilution of the 
freedoms promised in the 1984 Sino-British Joint Declaration on = 
Hongkong’s future. P. 

In short, there is not much time left to shore up the system of dis 
law. — and thus of liberty. ^  . mPhilip Bowring - 








HONGKONG 1 


The judiciary faces major task in 1997 run-up 


Disorder in the courts 


OO SEEE SE E S d 


By Emily Lau in Hongkong 


or the past 12 months, Hongkong/s S 

judiciary has been struggling to re- 

gain its position of trust in the com- 

munity under the leadership of 
Chief Justice Sir Ti-liang Yang, the first eth- 
nic Chinese to attain the post in the British 
colony's history. Having been in the job for 
more than a year, Yang, some lawyers as- 
sert, has yet to show that he is a decisive 
leader. However, Yang is acknowledged to 
have worked hard to improve the judiciary's 
image and tighten up on discipline. 

In 1985, when he was a Court of Appeals 
judge, Yang was appointed by the Chinese 
Government to the Basic Law Consultative 
Committee (BLCC) — a 180-member body set 
up to collect local public opinion on the Basic 
Law — and immediately found himself em- 
broiled in controversy over the election of 
the BLCC's executive committee office bear- 
ers. Seven names had been proposed by a 
non-member directly involved in drafting 
the Basic Law to fill the seven posts, and 
Yang, a member of the body's executive 
committee, seconded the "nominations." 
The nominees were later installed without a 
vote of the full membership. 

This undemocratic process was viewed 


in Hongkong as too similar to a Chinese 
communist-style election and as a breach of 
the BLCC's own constitution. Yang was 
strongly criticised by lawyers for his weak- 
ness in the episode. He resigned from the 
BLCC when he became chief justice. 
Opinion within the judiciary of Yang's 
performance is mixed. He is highly regarded 
by some lawyers, who argue that he should 
be given a fair chance to prove himself. His 
detractors, however, describe him as too 
image-conscious and as a fence sitter who 
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often lacks the moral courage to grasp the 
nettle. The chief justice's critics also wonder 
whether Yang can maintain the judiciary's 
independence, resisting political pressure 
from the Hongkong and Chinese govern- 
ments. Some view Yang as only a 
figurehead, given that the judiciary, like 
other major government departments, is 
dominated by expatriates. 
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Albert Sanguinetti, a senior barrister, 
said Yang has little room to manoeuvre be- 
cause "the past still controls the present." 
This is a reference to the legacy left by formei 
chief justice Sir Denys Roberts. Yang's one 
big problem, one lawyer said, is to get rid of 
Roberts' "deadwood." 

In an interview, Yang said he was sac 
and angry about the problems he inheritec 
when he assumed office. Commenting or 
the various scandals which have racked the 
ee over the past few years (REVIEW, € 

Oct. /88) | he said: "Almost everybody 
within the legal profession feels very 
strongly that the image of the judiciary ha: 
suffered in Hongkong and in the interna 
tional business community." 


t is no secret that there was no love los! 
between Roberts and Yang. Yang i: 
said to be furious over the Roberts le- 
gacy — particularly over the saga of 2 
number of disgraced judges, who were fi- 
nally forced to resign. He is also known to be 
upset with Roberts for keeping him in the 
dark over a number of important — anc 
controversial — matters, such as a decisior 
made by a committee chaired by Roberts op- 
posing the practice of Hongkong law by for. 


 eign law firms. The decision was sub 
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sequently overruled by the govern- 
ment, causing a bitter row. 

Before he retired, Roberts publicly 
forecast that half the judiciary would 
be localised by 1997. Yang said it was 
a “very irresponsible” statement as 
Hongkong’s political situation is so 
fluid that no one can tell with accu- 
racy how many Chinese will remain 
in the judiciary after 1997. 

“Most expatriate judges and 
magistrates will stay on after 1997, 
provided the terms of service are 
good and the status and indepen- 
dence of the judiciary are preserved,” 
Yang said. However, this was not 
true of local Chinese judges, he 
said, because they are concerned 
about their children’s future and, therefore, 
might try to emigrate before Peking’s 
takeover. 

“At the moment, I can only say that 35% 
of the judiciary will be localised by 1997, and 
that will only apply to the junior ranks. But 
localisation is necessary across the board. 
With a bit of luck, 50% of the magistrates 
may be localised by 1997,” he said. Of the 30 
judges in the Supreme Court and the Court 
of Appeals, only three, including Yang, are 
Chinese. The chief justice predicts that by 
1997, four or five Supreme Court judges, at 
most, will be Chinese. 

The issue of localisation was discussed 
by the Sino-British Joint Liaison Group (JLG) 
in November 1987. The JLG is a diplomatic 
body set up to consult on the implementa- 
tion of the 1984 Sino-British Joint Declaration 
on Hongkong’s future. The two govern- 
ments agreed to tackle the problem of 
localising the judiciary by improving terms 
of employment and the conditions of service 
in order to attract more local Chinese. But 
the benefits package failed to lure more local 
lawyers to the bench. 

Again, Yang said, the biggest obstacle is 
1997. “Many lawyers hope to make more 
money in the next few years which will en- 
able them and their families to emigrate. 
Such worries about the future permeate all 
levels of the profession,” Yang said. 

Many lawyers are pessimistic about the 
future because they do not believe the rule 
of law can be preserved under Chinese ad- 
ministration, which has a poor record in ap- 
plying consistently its own laws. Even some 
expatriate lawyers are cutting short their 
stints here and returning home. 

The goal of many local lawyers is to make 
as much money as possible before 1997 and 
then retire — perhaps abroad. At present, a 
High Court judge earns about HK$65,000 
(US$8,300) a month. In addition, he is eligi- 
ble for housing and educational allowances, 
which can boost the total package to around 
HK$200,000 a month. A successful senior 
barrister can earn between HK$200,000 and 
HK$300,000 a month and some senior sol- 
icitors earn several times that amount. 

Another factor deterring local lawyers 
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Roberts with Ji Pengfei: legacy. 


from joining the bench, Yang said, is the 
“Englishness” of the judiciary, which is par- 
ticularly inhibiting in the lower ranks where 
the interests and cultural backgrounds of the 
Chinese and expatriate judges simply do not 
mix. “It’s a case of cricket versus mahjong,” 
said a senior judge. One Chinese lawyer put 
it more directly: “The fact is that some expat- 
riate judges look down upon the local 
judges — partly because of race, partly be- 
cause some of the Chinese judges are simply 
incompetent.” 


he local lawyers’ reluctance to join 

the bench worries Yang because it 

raises questions about who is 

going to succeed him in 1994 when 
he reaches retirement age. The two other 
Chinese judges in the Supreme Court — 
Benny Liu, who will retire in 1996, and 
Michael Wong, who retires in 2001 — are 
not considered chief justice material, judicial 
sources said. Yang said he would consider 
staying on after 1994, when he will be 65, if 
he felt he had a useful role to play. 

The Sino-British Joint Declaration made 
no reference to the nationality of the chief 
justice. However, Peking’s draft Basic Law 
stipulates that the chief justice of the court of 
final appeal — which has yet to be set up — 
and the chief judge of the High Court “shall 


be Chinese citizens who are perma- 
nent residents of the SAR.” Yang is 
concerned whether suitable ethnic 
Chinese candidates can be found to 
fill these positions by 1997. 

Besides the question of person- 
nel, court language is another dif- 
ficult problem with which Yang must 
wrestle and there is no quick solution 
in sight. Many magistrates and a 
majority of senior judges are expat- 
riates. All Hongkong’s laws are in 
English, and English is used exclu- 
sively in all courts — except in a few 
tribunals and in some magistracies 
where magistrates understand Can- 
tonese, the local Chinese dialect. 

Even if enough local Chinese 
lawyers can be found to join the bench and 
all trial lawyers speak Cantonese, most cases 
would still be tried in English because Hong- 
kong’s hundreds of volumes of law reports 
are all in English. A related problem is that 
English has a sophisticated legal language 
which cannot easily be translated into 
Chinese. These problems are so formidable 
that many lawyers are resigned to the possi- 
bility that English will be used in Hongkong 
courts for many years to come — despite 
Chinese sovereignty after mid-1997. 

Former chairman of the bar Henry Litton 
said that it is inevitable that English will con- 
tinue to play a predominant role in the legal 
system so long as the system is based on 
English common law. He argues that the 
current system of relying on interpreters 
and translators to breach the language bar- 
rier works well and should be maintained 
after 1997. 

An issue central to an independent 
judiciary is the jury system, which allows an 
accused to be judged by his peers. A few 
years ago, the government proposed that 
judges, with the help of accountants and 
other specialists, try complex commercial 
cases — not juries. The proposal was 
strongly resisted and the government back- 
ed down, but the episode left some people 
worrying that the jury system in general 
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Yang; second fromleft: mixed opinions about performance. 
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might be at risk. China has no jury system. 

Under the present system, a juror must 
have "a knowledge of the English language 
sufficient to enable him to understand the 
evidence of witnesses, the address of coun- 
sel and the judge's summing up." This 
excludes the bulk of the population. There 
are only slightly more than 180,000 people 
on the jury roll, or 3.276 of the population. 

In 1988, a study of the judiciary con- 
ducted by a committee chaired by Yang, 
who was then an appeals court judge, re- 
commended that jurors in criminal cases 
should no longer be required to speak Eng- 
lish and that the accused be able to decide 
which language the jurors deciding his case 
should speak. However, a recent feasibility 
study by the judiciary concluded that the 
language issue was complex and needed 
further evaluation. 

The Yang committee of 1988 also recom- 
mended that laws which govern the day-to- 
day relations of Hongkong residents should 
be translated into Chinese and that the use 
of Chinese in the lower courts should be ex- 
tended. Yang said defendants in the magis- 
tracies can be tried in Cantonese in one to 
two years’ time, when there are enough 
translators and interpreters. By then, defen- 
dants could be tried in the language of their 
choice, regardless of the nationality of the 
magistrate, though the latter would have 
the final say on language. 


nother important task of the 

judiciary in coming years is the set- 

ting up of the court of final appeal, 

which is provided for in the 1984 
joint declaration. At present, Hongkong’s 
court of final appeal is the Privy Council in 
London. China has promised that its future 
SAR will be vested with the power of final ad- 
judication and that the court of final appeal 
will be set up here — not in Peking. Yang 
said the issue is being discussed in the JLG 
and the court will probably be set up some- 
time in the early 1990s. 

Although the joint declaration says the 
Hongkong sAR will have the power of final 
adjudication, the draft Basic Law states that 
the power to interpret the Basic Law lies 
with the Chinese National People's Con- 
gress standing committee. SAR courts are au- 
thorised to interpret only those Basic Law 
provisions which are within the limits of the 
SAR's autonomy. 

Some lawyers argue that this provision 
contradicts the joint declaration. They say 
the significance of the Basic Law clause on 
interpretation should not be underesti- 
mated, and they will alert their clients to the 
fact that after 1997, the final power to inter- 
pret all Hongkong legal documents will lie 
in Peking. But Yang is not overly concerned 
on this issue. "We must assume the Chinese 
Government is reasonable and wants things 
to work in Hongkong after 1997," he said, 
adding: "There has to be a degree of confi- 
dence in the Chinese Government." a 
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Lawyers hold out against reform proposals. 


Protectionist practice 


ongkong lawyers bristle at sugges- 
H tions that the territory should follow 

British Prime Minister Margaret 
Thatcher's proposals to deregulate the legal 
profession and to inject it with free competi- 
tion and market forces, though the profes- 
sion here is even more restrictive than its 
British counterpart. Another worry for local 
lawyers is the possibility of political pres- 
sures expected under Chinese rule after 
1997. 

One worrying pointer to the future is that 
in the current major issue of local reform — 
the Hongkong Government's proposal to 
allow foreign law firms to engage local 
lawyers as staff or partners — protectionist 
local lawyers seem to be winning the,back- 
ing of Chinese communist officials. 

The Hongkong Bar Association and the 
Law Society say they are studying the 
British proposals, which include the aboli- 
tion of the separation of functions between 
solicitors and barristers, thus allowing sol- 
icitors to appear in higher courts and barris- 
ters to talk directly to clients. But senior 
lawyers say that the profession is unlikely to 
adopt any of the reforms, which anyway are 
being fought tooth and nail by British 
lawyers. Although Hongkong comes under 
the British common law sys- | ind 
tem, the legal profes- 
sion here would not be ob- 
liged to follow the British re- 
forms. 

The British proposals also 
include allowing foreign 
lawyers to practise in that 
country. Since Europe will 
become a single market in 
1992, the proposals argue 
that its solicitors will lose out 
to foreign lawyers — who 
then would be able to prac- 
tise as either barristers or sol- 
icitors in Britain — if the sys- 
tem is not changed now, to 
allow time for adjustment. 
Another. reason given for 
opening up to Europe in the near future, is 
that the demand for multinational expertise 
is growing as commercial operations be- 
come more international. 

A similar argument had been advanced 
by reform proponents in Hongkong, but de- 
fenders of the status quo claim that changes 
would weaken the "rule of law" as 1997 ap- 
proaches. When the Hongkong Govern- 
ment confirmed its determination to pro- 
vide greater access for foreign law firms, 
some local lawyers are believed to have 
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Tang: unacceptable. 


asked the Chinese Government to inter- 
vene. 

Peking officials subsequently questioned 
whether such a drastic change to the legal 
system was in line with the 1984 Sino-British 
Joint Declaration on Hongkong after 1997, 
which said the existing judicial system 
should be maintained. The Chinese officials 
also said the matter should be discussed by 
the Sino-British Joint Liaison Group, a dip- 
lomatic body set up to consult on the im- 
plementation of the joint declaration. 
Although the Hongkong Government ap- 
peared for a time to have cooled off on the 
idea, a spokeswoman said the issue was still 
under consideration. 

Vested interests in Hongkong also op- 
pose the introduction of British proposals to 
abolish the separation of functions between 
solicitors and barristers. Hongkong lawyers 
argue that the present arrangement pro- 
vides for a division of labour which ensures 
clients’ briefs are well prepared and permit 
the barristers to offer detached and indepen- 
dent advice. 

Critics cite other examples of what they 
say are restrictive local legal practices. Al- 
though Britain several years ago abolished 
the "two counsel rule," which required a 
queen's counsel (QC) to be at- 
tended in court by a junior 
barrister as well as a solicitor, 
the Hongkong Bar did not 
follow suit, arguing that in 
order to develop a strong 
local bar, junior barristers 
should be required to work 
alongside QCs to gain experi- 
ence. Critics say this is 
against the clients' interest 
since it amounts to using the 
clients' money to educate the 
junior barristers. 

Another complaint 
against the bar is the reluc- 
tance to allow British QCs to 
appear in Hongkong courts. 
According to the Bar Associ- 
ation, 81 applications were made by British 
QCs in 1986 and 15 were rejected. The chair- 
man of the bar, Robert Tang, said the 
number of overseas admissions was unac- 
ceptably high. He said "too free a policy to 
allow the admission of London [QCs] is 
likely to adversely affect the development of 
the local bar." 

Lawyers who support free access for 
British QCs argue that court cases are becom- 
ing increasingly complex as business trans- 
actions usually involve multinational par- 
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ties, In many cases, the clients would like to 
hire the experts in the field. Since only very 
few local QCs specialise, critics say the re- 
strictive practice often denies clients the 
benefit of the expert advice. 

Another of the British proposals which 
has not been welcomed in Hongkong 
would allow lawyers to advertise their ser- 
vices and to provide specific information on 
fees, the argument being made that this 
would enable members of the public to 
make a more informed choice and would 
lower legal fees. Many Hongkong people 
are ignorant about how lawyers operate and 
the scale of fees charged. 

At present, solicitors can publish 
brochures to explain the general basis on 
which fees are calculated, but the Law So- 
ciety prohibits specific advertising, because 
the society thinks it could result in some 
lawyers trying to attract business by quoting 
very low fees. However, critics say this is 
precisely what they want advertising to 
bring about. 


ongkong's majority Chinese public 
H has a general ignorance about the 

legal profession and an inability to 
communicate with lawyers — many of 
whom are expatriates — which has led to a 
flourishing trade for legal touts. Lawyers 
pay commissions to middlemen (usually 
solicitors' clerks, court or police interpreters) 
to help defendants get access to legal advice. 
Some solicitors employ as clerks former 
policemen or alternatively people with triad 
(criminal society) connections, whose main 
job is to drum up business. Last year a sol- 
icitor's clerk was sentenced to seven-and-a- 
half years’ imprisonment after being ex- 
posed as the head of the Sun Yee On, one of 
the strongest triad groups in Hongkong. 

The Law Society is working with the In- 
dependent Commission Against Corrup- 
tion to educate defendants on how to obtain 
access to solicitors. The society is also help- 
ing the government draft legislation which 
will make it a criminal offence for any lawyer 
to pay a commission and for an unqualified 
person to accept a commission for introduc- 
ing a client to a lawyer. 

Another area in the legal profession that 
critics say is overdue for change, is the built- 
in conflict of interest in property conveyanc- 
ing, which is the most lucrative branch of 
the profession. About half of the malpractice 
insurance claims involve conveyancing 
complaints. In Hongkong, a solicitor acts for 
both buyer and seller. Solicitors have for 
years resisted demands that the two parties 
be represented separately. 

But while some have argued that banks 
and other institutions should offer con- 
veyancing services, Law Society president 
Simon Ip said that there was in fact no legal 
requirement in Hongkong that the sale and 
purchase of property be handled by a sol- 
icitor. Hongkong had not followed the 
British precedent to liberalise conveyancing 
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because of the archaic local system of land 
registration. Engaging a lawyer ensured that 
a transaction was properly carried out and 
title properly obtained, said Ip. . 

To resolve the problem of cónflict of in- 
terest, Ip said the Law Society had proposed 
rules to the government which would pro- 
hibit solicitors from acting for both the buyer 
and the seller. However, joint representa- 
tion by the same lawyer would be permitted 
in cases of first sale of property in big deve- 
lopments, Ip said, because no bargaining 
was involved and the documentation had to 
follow a standard laid down by the society or 
by government. 

Another controversial proposal in Lon- 
don is for contingency fees, to help people 
who do not qualify for legal aid and yet can- 
not afford high legal costs. Under the pro- 
posal, lawyers would charge contingency 
fees on a “no win, no fee” basis, which 
meant lawyers could recoup their normal 
fees in successful cases. However, the enti- 
tlement to a percentage of the damages 


would be limited, unlike in some cases in the x 
US. re 
Hongkong lawyers have argued that if > 


the intent was to help the evolving middle 
class to get better access to legal services, the . 


answer was to extend legal aid so that more 
people could become eligible. To qualify for - 
legal aid, the applicant's maximum disposa- 


ble monthly income must not exceed. 3 
HK$2,200 (US$280) per month, and the . 


maximum disposable capital assets should 
not exceed HK$15,000. uM 
In rejecting virtually all the British pro- => 


posals, local lawyers claim that as Hong- > 
kong is undergoing a fundamental political 
change because of 1997, anything which = 
“weakens” the legal system will also under- 





mine the rule of law — something the terri. 


tory cannot afford. But critics argue thata _ 
profession widely regarded as antiquated - 
only be . 


and protectionist could T 
strengthened by measures which make it < 
more open to the comprehension and | 
purses of the ordinary citizen. gE&milyLau _ 





HONGKONG 3 


Scandals dog the colony s judiciary 


The wobbly bench 


Hongkong judiciary in the past two 

years, leading to the resignations of 
three high court judges. Complaints from 
some magistrates of interference by senior 
judicial officers and by the Legal Depart- 
ment also have called into question the inde- 
pendence of the judiciary. 

But perhaps the major concern, both of 
critics inside legal circles and outside observ- 
ers, is the low level of competence in the 
judiciary, which they see as the legacy of 
former chief justice Sir Denys Roberts’ nine- 
year reign. Roberts, who is alleged to have 
promoted people of low quality to the 
bench, retired in March 1988 to be suc- 
ceeded by the first local Chinese to hold the 
post, Sir Ti-liang Yang. 

Roberts’ service was said to have re- 
flected the incestuous nature of the small es- 
tablishment élite in Hongkong, where 
members of the judiciary and the socially 
prominent constantly rub shoulders. 

Another area of concern is the degree of 
the judiciary’s susceptibility to influence 
from the executive branch of the govern- 
ment, particularly the Legal Department, 
which is in charge of prosecution. Many 
government lawyers expect to be appointed 
to the bench in the course of their careers, 
and several former directors of public pro- 
secution have been made high court judges. 
Critics say this not only raises the question of 
judges being prosecution-minded but also 


series of scandais has dogged the 
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provides easy conduits for the executive to E 
influence the judiciary. E 
However, the chummy relationship be- 


tween senior judges and the establishment ._ 
could not save the three judges who were - 
forced to resign. In July 1987, Miles Jackson- 
Lipkin stepped down after months of con- 
troversy over discrepancies in his entries in — 
the 1983 and 1984 International Who's Who. - 
The judge was discovered to have falsified. : 
his birth date and his rank in the Royal Navy 


and to have worn military service medals to 
which he was not entitled. S 
Lawyers told the REVIEW that Jackson- Et 
Lipkin's appointment to the bench in 1981- 
was opposed by some members of the Judi- 
cial Service Commission, but that the objec- 
tion was overruled by Roberts, who chaired- 
the commission. Et 
A more serious case erupted in Sep- . 


tember 1987 involving Dennis Barker, a. 


court of appeals judge who volunteered to 
hear the high court trial of the directors, as- ~<- 
sociates and advisers of Carrian Invest- ^ 


ments, a publicly listed company which col- 
lapsed in September 1983 owing more than... 
US$1 billion. Barker ruled that the six defen- _ 
dants had no case to answer on charges of... 


conspiring to mislead shareholders and cre- 
ditors, after an expensive 18-month trial. A 
Barker's judgment was severely criticised -` 


by the court of appeals, and a former chair- 


man of the Hongkong Bar Association, . 
Henry Litton, launched a fierce attack on. . 


23 . 













* " handling of the case had seriously damaged 


the image of Hongkong and its legal system. 


ES In March 1988, Barker resigned. 
Another judicial blunder occurred in 
—. mid-1988 while the furore over the collapse 


-< of the Carrian trial was raging. In May, a trial 


i involving "fixing" horse races, came to an 
¿= abrupt end. Presiding judge Patrick O'Dea 
¿> declared a mistrial and discharged the jury, 


> because of a conversation between a drunk- 


. en witness and a juror. The decision was 
. again severely criticised by Litton in the Law 
^. Journal, saying the result of the hearing 
.. showed that “a trial can be brought to an 
:. end by a trivial incident outside the court — 


< anindident which could easily have been en- 


. gineered." 

m In November 1988, O'Dea again was in- 
. volved in another controversy when he had 
. to discharge himself from a robbery trial 


Barker's S competence in the Hoidong Las 
Journal, calling on him to resign because his 


"aller admitting he had been reading a book 
in court. He was sternly reprimanded by 
Chief Justice Yang, and three weeks later he 
resigned. 


iscrepancies in sentencing is another 

area of concern. Critics say that 

while judges' vagaries are almost a 
universal complaint, in Hongkong there is a 
tendency by some judges to be lenient with 
both Europeans and people involved in 
white collar crime. Owing to a lack of any 
studies on sentencing, the charge remains 
unproven but the suspicions persist. 

In the more junior ranks of the judiciary, 
some lawyers complain about incompetent, 
lazy and racist magistrates, and argue 
against giving them the security of tenure 
some are pressing for, saying this would 
eliminate the only check on their perform- 
ance. 

Conversely, some magistrates contend 
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- China's human-rights record worries locals 


i Future fears 


he impending return of Hongkong to 
Chinese sovereignty has brought the 

issue of human rights sharply into 

focus as this is an area in which China’s track 
record is abysmal. Unlike most other British 
colonies, Hongkong people do not enjoy 
. constitutional protection of human rights. 
As the British Government admitted to the 

» UN Human Rights Committee in Novem- 
— ber 1988, colonies such as Bermuda, the 


© Falkland Islands, Gibraltar and the Turks 


and Caicos Islands all have such protec- 
tion. 

E But in the case of Hongkong, the human 
- rights provisions of the International Coven- 


- ant on Civil and Political Rights (ICCPR) were 


.; implemented through “statute law, com- 
~ mon law and administrative provisions." 
-. Hongkong University law lecturer Nihal 
< Jayawickrama said the territory has been 
.. “singled out for step-motherly treatment." 
-. The demands for a bill of rights in Hong- 
. kong picked up momentum after the UN 
. Human Rights Committee hearing when 
- members criticised Britain for being insuffi- 
- ciently concerned about the fate of Hong- 
kong's 5.5 million people in the run-up to 
1997. 
E The 1984 Sino-British Joint Declaration 
on Hongkong’s future said provisions of the 
ICCPR and the International Covenant on 
Economic, Social and Cultural Rights "as 
applied to Hongkong shall remain in force" 
after 1997. Some committee members were 
mystified by this because China is not a 
party to the ICCPR and has no obligation to 
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implement it in Hongkong or to report to the 
UN Human Rights Committee. The British 
Government's reply was that it had not yet 
discussed the matter with China. 

To protect human rights in Hongkong 
before and after 1997, some committee 
members suggested that the fundamental 
rights recognised in the ICCPR should be in- 
corporated in the Basic Law, a mini-constitu- 
tion for China's future Hongkong Special 
Administrative Region (SAR). 

Another pressing reason for a bill of 
rights is that there are many outdated and 
some draconian laws on Hongkong's sta- 
tute books and there is growing concern that 
the colonial government will not have 
enough time to amend or repeal them be- 
fore the handover to China in mid-1997. 
One solution, suggest some lawyers, would 
be to introduce a human-rights ordinance 
stating that all laws which infringe the ordi- 
nance are null and void. But given the 
plethora of such laws on the books here, 
some government officials are known to be 
concerned that such an ordinance would 
throw the legal scene into chaos. 

Some of Hongkong’s existing laws give 
wide powers to the police and other law en- 
forcement agencies, including the Indepen- 
dent Commission Against Corruption. 
There are also legal restrictions on the free- 
dom of association, of assembly, on TV 
broadcasting, on filming and on the free- 
dom to teach political subjects in schools. 
The Hongkong Government seldom in- 
vokes these laws but the worry is that, if 
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that the contract system is a powerful too 
that the judiciary and the government use tc 
keep magistrates in line, so that they will de- 
liver the required number of convictions anc 
not do anything to challenge the establish. 
ment's authority. Yang told the REVIEW he 
was not aware of magistrates being sub 
jected to pressure and stressed they hac 
never been told to toe any political line. 
While the critics say some judges may be 
ignorant and incompetent, they acknow: 
ledge that corruption is not a problem anc 
no judge has been found to have accepted 
bribes. However, given the limited pool ol 
lawyers to draw from, there is growing con- 
cern about the quality of the judges who wil 
be appointed in the future. With Peking due 
to recover sovereignty over the colony ir 
1997, they also question how decision: 
might be affected given that in China the 
judiciary is under the control of the com- 
munist party. 8i Emily Lau 


they are not struck from the books, they 
could be invoked in the future. 

Former Hongkong  attomrney-genera 
Michael Thomas had formed a working 
group to study the problem and drafted : 
human rights ordinance. However, wher 
his successor, Jeremy Mathews, took over c 
year ago, the matter was dropped. Wher 
questioned by the UN Human Rights Com- 
mittee, the British Government stressed tha! 
the idea had not been abandoned. 

Legislating for a bill of rights is one areg 
the British House of Commons foreign af. 
fairs committee is looking into. The commit 
tee is conducting an inquiry on Britain's im- 
plementation of the 1984 joint declaratior 
and has raised the matter with Foreign Sec 
retary Sir Geoffrey Howe and Hongkong 
Governor Sir David Wilson. 

Howe told the committee he was open tc 
the idea of introducing a bill of rights in 
Hongkong, but Wilson was much more reti- 
cent, saying it was something the govern- 
ment "shall want to look at.” Other Hong. 
kong Government officials, including 
Mathews and non-government members ol 
the territory’s lawmaking Legislative Coun- 
cil have said the situation hinged on the 
Basic Law. 

This attitude has been criticised by 
human-rights activists, who argued that the 
British Government has a responsibility to 
ensure that protection of human rights is 
firmly established in local law and made jus- 
ticiable in Hongkong’s courts as soon as pos 
sible. 

The second draft Basic Law, published 
in February, proposes that the two inter 
national covenants "shall be implemented 
through the laws" of the SAR. Lawyers 
and political groups assert that this is 
not enough. They suggest that the coven- 
ants be incorporated into the Basic Law, 
thus giving them constitutional status. 

8 Emily Lau 
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Rights and the stability factor 


ongkong is in the midst of a confi- 

dence crisis, centring around dis- 

trust of both Britain and China. 

The “process of democratic deve- 
lopment” which British Foreign Secretary 
Sir Geoffrey Howe said in 1984 was “already 
under way” has wilted under threats and 
protests from China. The erosion of confi- 
dence began with China’s insistence on 
“convergence” — interpreted as meaning 
that the Hongkong Government should not 
take its own initiatives on the future. 

Britain has accepted without a murmur 
China’s view and already, promises of au- 
tonomy after 1997 when Hongkong reverts 
back to China — an independent judiciary, 
the entrenchment of human rights, an 
elected legislature, the selection of the chief 
executive, either by election or consultation, 
and his accountability to the legislature — 
have all been interpreted in such a way as to 
render them meaningless. 

It now appears a foregone conclusion 
that other promises enshrined in the 1984 
Sino-British Joint Declaration on the terri- 
tory’s future will similarly be put aside when 
the Basic Law, Hongkong’s mini-constitu- 
tion after 1997, is promulgated in 1990. What 
is more, the British Government will not do 
anything about it. 

Business and industry are suffering from 
an unprecedented brain drain. Entrep- 
reneurs, professionals and people in middle 
management are emigrating at an alarming 
rate — 45,000 in 1988, mostly to Canada and 
Australia, and many more are expected to 
do so in the years leading up to 1997. Dis- 
quiet over the denial of full British national- 
ity status is evident in the correspondence 
columns of the newspapers. 

The only solution to the crisis is for Bri- 
tain to restore to the 3.25 million British na- 
tionals of Hongkong their full status as 
British subjects, with right of abode in Bri- 
tain. This right was taken away by the 1962 
Commonwealth Immigrants Act and con- 
firmed by subsequent legislation, thus es- 
sentially evicting them from the place from 
which they derive their citizenship. 

As the two drafts of the Basic Law so far 
have shown, Britain cannot force Chinese 
compliance with the Joint Declaration, even 
though both parties have chosen to deposit 
the document with the UN. But restoration 
of full British citizenship to the 3.25 million 
British subjects by law would be an effective 
way of compelling China to do so. 

If China truly wants to preserve the 
prosperity and stability of Hongkong, as 
it says it does, the possibility of the de- 
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parture en masse of those 
who are part of the pillars 
of Hongkong’s infrastruc- 
ture would be a great deter- 
rent. 

Conferring full British na- 
tionality on the 3.25 million 
British subjects, now known 
as British Dependent Ter- 
ritories Citizens (BDTCs), 
could also to a large extent 
stem the brain drain, for 
many have left for lower- 
paying jobs elsewhere. In an 
attempt to retain key person- 
nel for its banks and com- 
panies in Hongkong, the 
French Government, in 
marked contrast to the British, recently de- 
cided to give French passports and citizen- 
ship to about 100 Hongkong people without 
their needing to meet residence require- 
ments. 

If, as London has repeatedly said, it has 
the utmost confidence that China would 
keep its side of the bargain after 1997, then 
fears that a similar offer by the British could 
lead to a mass exodus into Britain cannot be 


66 
Britain’s unilateral 
[Commonwealth Immigrants] 
Act of 1962 absolved it of 
responsibility to its subjects in 
Hongkong. The memorandum 
accompanying the declaration 
... on the nationality of the 
BDTCs after 1997 can only 
be Britain's attempt to 
make apparently irreversible 
what is in fact 
reversible. 
95 
well founded. Howe himself has publicly 
stated that the Hongkong people wish to 
build their future in Hongkong and not else- 
where. 
Right of abode in Britain would then 
merely act as an insurance policy for the mil- 


lions in Hongkong opposed to Chinese so- 
cialism. It would be the only means of allay 
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Howe: wilted. 


ing their fears of com- 
munism, from which many 
of them fled years ago. It 
would also mitigate their 
anger and bitterness towards 
the irresponsibility of Britain 
in depriving them of their 
fundamental rights in the 
first place without even con- 
sulting them. 

Even if China fails to keep 
its promises, the possibility of 
the mass exodus to Britain is 
extremely remote. Many will 
lack the necessary means of 
doing so; many more will find 
it difficult to adjust to a new 
society with different cultural 
norms in which they must start life anew. 

The bulk of those who are most likely to 
emigrate to Britain will be those who have 
either educational or familial links with Bri- 
tain, persons with higher educational back- 
ground and better financial means such as 
professionals, middle managers and entre- 
preneurs. Their presence can only benefit 
Britain. 

By joining the EC, it may be said that Bri- 
tain is prepared to face an influx of more 
than 260 million nationals from other mem- 
ber states, which is 4.6 times the size of its 
own population and 80 times the number of 
BDTCs in Hongkong. (EC citizens can move 
freely within the community.) In the incon- 
ceivable event that all 3.25 million BDTCs do 
go, they would be absorbed not just by Bri- 
tain but in all the EC member states. In the 
context of the entire EC population, 3.25 mil- 
lion Hongkong people is an insignificant 
number. 

It is unlikely that any of the EC members 
would take issue with Britain if it did such a 
thing. France and Portugal have done this 
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before, both having the distinguished tradi- 


tion of according full national status to their 
colonial subjects, with unrestricted freedom 
of movement into and within the two coun- 
tries. 

Even Britain itself has done this, in 1981 
granting full British citizenship to the Gibral- 
tarians who registered themselves as such. 
In 1983, it did the same for the Falkland is- 
landers. No EC member objected, save for 
Spain, and only because it claims sov- 
ereignty over Gibraltar. 

At the UN, Britain has joined other na- 
tions in condemning the apartheid govern- 
ment in South Africa. Yet, depriving the 
Hongkong BDTCs, who are of Chinese and 
other minority races, of their right of abode 













apartheid. When contrasted with the Gibral- 
tarians and the Falkland islanders, the treat- 
ment of the Hongkong BDTCs cannot be 
explained on any grounds other than colour 
and race.  —— 

The British Government is a signatory to 
the UN Universal Declaration of Human 
Rights, which states that “everyone is enti- 
tled to all the rights and freedoms set forth in 
this declaration, without distinction of any 
. kind, such as race, colour . . . religion . . . 


... birth or other status." Paragraph 1 of Article 


1 => 13 states that "everyone has the right to free- 


-. dom of movement and residence within the 
^. borders of each state." Similar sentiments 
.. are expressed in the International Covenant 
on Civil and Political Rights to which Britain 


“is also a signatory. Britain is in breach of its 
international obligations under the two 
.". human-rights covenants. 

Lord Glenarthur, the minister with spe- 
_ dal responsibility for Hongkong in the For- 


in Britain can only be perceived as an act of 





eign Office, has said Britain would be con- 


traveniny the provisions of the Joint Declara- 
tion if it gave the right of abode in Britain to 
Hongkong’s BDTCs. This argument rings 
hollow in the light of the recent statementby 
the Chinese Foreign Minister Qian Qichen 
that the issue of restoring full British nation- 
ality to the Hongkong people is a British de- 
cision alone. 

Moreover, in its negotiations with China 
on the future of Macau, Portugal insisted 
on full Portuguese national status for its 
subjects in Macau — and China agreed. 
Alarm was only registered by some mem- 
bers of the British Parliament when they 
learned that about 100,000 EC passports had 
been issued to Chinese and other residents 
of Macau. 

It is not the 1984 Joint Declaration which 
is depriving the right of abode in Britain to 
3.25 million Hongkong people. Britain's uni- 
lateral act of 1962 absolved it of responsibil- 
ity to its subjects in Hongkong. The 
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Taipei officials to attend ADB meeting in Peking 


P ragmatic dip lomacy 
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ffidals of Taiwan's Kuomintang 
(KMT) government will set foot on 
i mainland soil for the first time since 
.. the communists forced the Nationalist gov- 
. ernment to retreat from China 40 years ago, 
. When they attend the ADB annual meeting in 
- Peking from 4-6 May. The 6 April announce- 
. ment by Taipei that it would send a high- 
- level delegation to the meeting advances 
- Taiwan's policy of rejoining international or- 
¿© ganisations and easing tensions with China. 
-.. The news was followed the next day by 
^ the announcement that Taiwan and China 
^. had agreed on a Chinese translation of 
* "Chinese Taipei" as a name under which 
© Taiwan athletes can compete in interna- 





. tionalgames. The formula will allow Taiwan 


. athletes to participate in contests being held 
¿> in China this year. 

: The developments reflect Taiwan's 
-— growing pragmatism in turning its regional 
= economic strength into tangible diplomatic 
. gains under its policy of "flexible diplo- 
. macy." Meanwhile, Taipei's mention that it 
= is studying a "one China, two govern- 
: ments" formula might have been intended 
= to reassure Peking that, despite attempting a 
. new diplomatic independence, it does not 
^ have national independence on its mind. 

7 Taiwan claims that since the 12-member 
. delegation will be empowered only to con- 
duct ADB business, its attending the meeting 
does not violate Taiwan's longstanding 


26 


policy of no contact, no negotiations 
and no compromise with the mainland 
government. Similarly, Taipei has said 
the sports agreement does not breach the 
official policy because the negotiations 
were carried out in Hongkong between pri- 
vate individuals. 

Taiwan said last year it would use the 
ADB as a channel for part of its US$1 billion 
regional aid programme, but so far the 
money has been slow in flowing. Taipei has 
indicated it will contribute US$5 million to 
the ADB's Asian Development Equity Fund 
this year. Whether it will use the Peking 
meeting to make a bigger splash remains to 
be seen. 


nd by choosing a high-level delega- 
tion, led this year by Finance Minister 


Shirley Kuo and induding four top 
Foreign Ministry officials, instead of a pri- 
vate group, Taiwan has emphasised the im- 
portance it places on its representation, as a 
government, in international events. 

But while Taiwan says it is maintaining 
its official aloofness towards China, the fact 
that Taiwan public officials and athletes will 
visit the mainland is a firm gambit towards 
further openings with China. 

And despite Peking's vocal objections to 
Taiwan's higher international profile else- 
where, it has said it will welcome the Taiwan 
delegation. Taiwan has allowed family visits 
to China for its citizens and some visits from 
mainlanders to Taiwan. Relaxed rules for 
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tion containing provisions on the nationalit 
of the BDTCs after 1997 can only be Britain 
attempt to make apparently irreversib: 
whatisinfactreversible. — 

Britain was reminded at the UN Huma 
Rights Committee hearings on Hongkon 
in November 1988: "You don't retur 
[Hongkong] as an empty apartment. Ther 
are people in it." The situation now is diffe: 
ent from that in 1962, when the restrictiv 
Commonwealth Immigrants Act was pas: 
ed. Then, British nationals in Hongkong di 
not need the right of abode in Britain. Now 
Britain's legal, political and moral obliga 
tions, particularly in the light of the presen 
social, economic and political conditions i 
Hongkong and the run-up to 1997, deman 
that Britain restores to its subjects in Hong 
kong such legal rights so that they ma 
freely enter and remain in Britain. A 


Winston Poon is a Hongkong barrister. 


scholars and reporters are also expected 

Foreign Minister Lien Chan reiterate 
Taiwan's policy of seeking entry to other in 
ternational bodies, such as the Gatt and thy 
IMF, but analysts said this remained doubtfu 
because of Peking's influence. 

The ADB decision shows President Le 
Teng-hui is gaining influence against olc 
guard KMT conservatives such as Prime 
Minister Yu Kuo-hua, who was reportedly 
displeased with the decision. 

Taiwan's strategy at the ADB meeting wil 
be to give a clear indication that it still reject: 
the name "Taipei, China," while avoiding 
bickering exchanges with the meeting': 
hosts. Last year, the Taiwan ADB delegatior 
registered its objection by covering it: 
nameplate with a sign reading "Under Pro- 
test." "We will use every possible means tc 
show our refusal to accept the changed 
name [again this year],” said Hsueh Yu-chi, 
a senior Foreign Ministry official and a dele- 
gate. 

Confusion over where the latest moves 
might steer Taiwan's foreign policy led to 
Lien's comment that Taiwan would study 
the idea of a "one China, two governments" 
formula to rejoin international organisa- 
tions. This formula was "totally different," 
he said, from the reunification offer long 
held out by China, of "one China, two svs- 
tems." China's offer requires that Taiwan ac- 
cept Peking's rule. 

But Taiwan's formal embracing of a "one 
China, two governments" formula “is prob- 
ably still a long way off,” said a political ana- 
lyst in Taipei. "There are lots of technical 
problems to overcome." 

Chief among the obstacles is the possibil- 
ity that such a policy would imply recogni- 
tion of the Peking government, which is 
anathema to Taiwan, and also the likelihood 
that Peking would reject the formula out- 
right. u 
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Golkar uses electricity issue to redefine role 
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By Michael Vatikiotis in Jakarta 
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row between the government and 
A the majority Golkar faction in In- 
donesia’s House of Representatives 
(Dewan Perwakilan Rakyat, or DPR) over 
electricity prices has demonstrated that the 
country’s parliament is developing teeth. 
dismissed as a powerless institu- 
tion, the 500-member DPR has been growing 
in stature since a younger and more politi- 
cally conscious generation of MPs were in- 
stalled in October 1987. The cynics, how- 
ever, ask how an elected body with no effec- 
tive leverage over the country's strong 
executive can hope to influence policy. 

According to the 1945 constitution the 
DPR is empowered to submit new bills and 
must pass all new laws. In practice, the gov- 
emment submits all bills and has never ex- 
perienced difficulties getting them passed 
into law. Article 22 of the constitution gives 
the president the right, should exigency 
compel, to determine government regula- 
tion "in lieu of the law." Even without such 
exigencies, President Suharto's New Order 
government has followed a minimalist po- 
licy in dealing with parliament. 

The government's announcement at the 
end of March of a 25% increase in domestic 
electricity tariffs was not unexpected. Mul- 
tilateral donor agencies had been urging the 
government to increase electricity prices — 
the cheapest in the region — to raise more 
domestic revenue. What shocked MPs was 
the failure to consult them prior to the an- 
nouncement. "We knew it was coming 
through informal channels," said one senior 
Golkar official. "But we were never officially 
consulted." 

Seizing the initiative, a group of Golkar 
MPs came out strongly against the govern- 
ment's decision, saying it was arbitrarily 
taken. Since domestic utility prices are a 
budgetary matter, the MPs argue, the DPR 
must be consulted. The parliament's ap- 
proval is required before the annual budget 
can be implemented. 

The government begged to differ. State 
Secretary Murdiono asked where the con- 
stitution stipulated that the government was 
obliged to consult the DPR over electricity 
tariff increases. His comments angered MPs 
because it implied a broader dismissal of the 
parliament's consultative rights. Adding in- 
sult to injury, in their view, was the govern- 
ment's decision to issue the tariffs regulation 
while the DPR was in recess. 

The MPs' angry reaction might have 
passed unnoticed but for the intervention of 
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Galvanising politics 


the speaker of the parliament, Kharis 
Suhud. His expression of surprise that the 
matter was not first discussed in parliament 
has lent weight to the dispute. The DPR won 
a small victory when Mines and Energy 
Minister Ginanjar Kartasasmita, whose de- 
partment ordered the price rise, himself 
went to the parliament building to see the 
speaker. 

Eager to prove they are not just mouth- 
ing fine-sounding principles, the Golkar 
MPs are pressing home their attack on the 
government — with the apparent iced 
of Golkar chairman Wahono. Golkar MP 
Marzuki Darusman, who has been a key fig- 
ure in the dispute, told the REVIEW he did 
not expect the government to back down. 
But Ginanjar's suggestion that Golkar set up 
a committee to examine the effects of the in- 
crease could pave the way to "long-term 
modifications" in the best tradition of In- 
donesian consensus politics. 

Behind this dispute is a clear pitch by 
some elements in Golkar for more political 
power. The driving force behind this is a 
small group of civilian politicians, some of 
whom — like Rachmat Witoelar, now sec- 


retary-general of the party — attained rank- _ 
ing positions at Golkar's national congressin = 
“We are trying to build the semblance of `. 


a political system using the DPR,” said > 
Darusman, who told the Review there wasa — - 
general feeling that there should be moreac- ` 
countability in government. To this end, the - 
government should be reminded "that — 
policies will have to be won by soliciting po E 
litical support." s 
The notion of a "loyal opposition" grow- 
ing out of the government's own vehicle for > 
mobilisation of mass political support seems `- 
scarcely believable. It is worth remember- 
ing, however, that Golkar is ina command- . 
ing position attractive to political activists. It =. 
virtually monopolises grassroots support _ 
through compulsory membership in the | 
civil service and is enormously wealthy. 
Conversely, the two non-government par- 
ties, the Indonesian Democratic Party and 
Muslim-backed ^ Development Unity 
Party are currently embroiled in leadership |. 
struggles that have neutered their political 
effectiveness. de 
By targeting issues that affect ordinary — 
A — such as the state lottery last year `- 
and now electricity prices — Golkar politi- 
cians are clearly hoping to mould an image |. 
of the organisation not quite in keeping with 
its original purpose. Edging away from the _ 
traditional definition embodied in its name 
— which comes from Golongan Karya, or. 
"functional groups" — Golkar is struggling nc 
to become a political party. | 
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Authorities ease clamps on student politics 


Tolerating protest 


Indonesia's main island of Java in 

March has so far achieved mixed re- 
sults. But while there are signs of govern- 
ment nervousness, the authorities still are 
showing tolerance and the protests have 
begun to spread. 

The official announcement that Central 
Javanese farmers evicted from land to be 
flooded by the Kedung Ombo dam will be 
allowed to settle on land close to the reser- 
voir was seen as a compromise wrought by 
the protests and extensive media coverage 
(REVIEW, 6 Apr.). But an 18 March protest by 
several hundred students of Bandung's 
State Islamic Institute of Education brought 
police and later armed troops onto the cam- 
pus. Student leaders in Bandung say 50 
people were injured and one report said 
three people were shot. 

However, a march on the regional repre- 
sentative assembly by up to 2,000 students 


"wave of student protest that swept 
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to present grievances on 23 March — the : 
largest student demonstration in Bandung 
in more than a decade — passed off peace- 
fully, as did another of similar size two days 
later. Some 250 students then participated in 
a three-day march to Badega, near Garut, 60 
km southeast of Bandung, to protest against 
the eviction of farmers from land developed 
as a country club. a 
Tension was diffused by the early release 
both of some students detained after the _ 
Garut march and over a dozen arrested the 
same week over a demonstration outside . 
the Interior Ministry in Jakarta. There have 
been almost no ugly incidents between stu- 
dents and the authorities in the latest pro- 
Meanwhile, even the students acknow- E 
ledge that the onset of the Muslim fasting _ 
season this month will dampen their ac- _ 
tivities though demonstrations are planned. 
Discussion of this reawakening of stu- 








dent consciousness has avoided reference to 












. the “campus normalisation" regulations, 
. which have effectively suppressed student 
. expression since their introduction in 1978. 
_ Its effect on intellectual activity has also been 
_ considerable. As Minister of Education and 
. Culture Fuad Hassan told the REVIEW: 
‘There has been a degree of apathy due to 
ver-regulation." 

The regulations appear to be effectively 
- inoperative. Student leaders in Bandung in- 
- sisted that they have had no problems or- 
.. ganising and mounting demonstrations. 
-- Harassment by intelligence operatives 
.. seemed to be less acute, they added. 
^^ There seems to be tacit support for the 
<- Student activity from the security apparatus 
^. responsible in the past for enforcing the reg- 
.- ulations. The Bandung military command- 
= er, Maj.-Gen. Arie Sudewo said what the 
_. students were doing remained within “nor- 
- mal limits.” The governor of the Military De- 
^. fence Institute, Maj.-Gen. Soebiyakto de- 
- scribed the students as people with “good 
-' intentions" and not "criminals." Statements 
< like these are clearly not designed to spread 


an atmosphere of fear on campus. 

Article 22 of the new Education Law 
signed on 27 March also guarantees — on 
paper at least — academic freedom for both 
students and faculty. But Fuad Hassan said 
that what concerned him, "is the use of 
academic freedom to talk about non- 
academic issues." Fuad Hassan said he 
would appreciate it if the students could de- 
velop a more academic, intellectual ap- 
proach to problems, "instead of an ad hoc 
style, jumping from issue to issue." 

While it could be said the students have 
seized upon a number of minor issues as a 
focus of their actions, a broad theme of pro- 
test against what they call Indonesia's "vio- 
lent society" is discernible. The fact that 
many members of the establishment have 
risked their positions to defend the students' 
action also is of some encouragement to 
them. 

In one sense this is hardly surprising. At 
least half a dozen ministers in Suharto's 
cabinet began their careers as student ac- 
tivists in the mid-1960s, among them Fuad 
Hassan. "The thinking of the New Order 
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3 Exchange of accusations ends opposition unity hopes 


Opportunity missed 
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be ny hopes that the main opposition 
m A parties in Bangladesh could unite 
3 against President H. M. Ershad have 
~ been crushed by an exchange of accusations 
— relating to the assassinations of two former 
= heads of the government. 
< It began on 2 April when Awami League 
== (AL) chairman Sheikh Hasina, daughter of 
. former prime minister Sheikh Mujibur 
- Rahman, told a public rally that the late hus- 
., band of Bangladesh National Party (BNP) 
- leader Khaleda Zia was the “ring leader of 
^. the Killers" of her father in 1975, and that 
^. when he assumed power in 1977, he pro- 
- tected the assassins and even sent them 
:* abroad as diplomats. 
—. Two days later, Khaleda's special assis- 
C^ tant, Ehsanul Kabir, accused Hasina, in 
«turn, of being behind the assassination of 
< Khaleda's husband, president Ziaur 
~ Rahman, in 1981 and the coup the following 
= year which toppled “a democratically 
= elected [BNP] government." He noted that 
= Hasina had returned from exile only days 
_ before Zia's killing and that whereas “Zia 
^. was not the beneficiary of Mujib’s death . . . 
_ the Awami League and most of those lead- 
< ers [who had benefited] are around her 
. [Hasina] now." 
The accusations went further than they 
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had before. Earlier Hasina had not gone 
beyond criticising Zia for "protecting" 
Mujib’s killers. For its part, the BNP had only 
hinted previously at the involvement of “a 
foreign power” in Zia’s killing and has never 
linked Hasina personally with it. 

Moves towards the formation of a united 
opposition against Ershad in elections 
which may be called soon now appear to 
have been scuttled. The leftwing five-party 
alliance, and two members of the eight- 
party alliance led by the AL — the pro-Mos- 
cow Communist Party of Bangladesh and 
National Awami Party — had been pushing 
for unity. 

Now, the BNP, which only recently called 
for opposition unity to demand Ershad's 
resignation and elections under a neutral, 
caretaker government, will have nothing to 
do with the AL or the eight-party alliance. 
The BNP, instead, is more likely to incline to- 
wards forging an alliance with other anti-AL 
parties. 

The failure of the opposition to come to- 
gether can only give Ershad's ruling Jatiya 
Party more time to consolidate its position. 
The Muslim fasting month, which began on 
8 April, will bring a respite from politicking 
and the AL-BNP row will further weaken the 
opposition momentum against the govern- 
ment. 

In addition, despite repeated denials by 
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was founded on a set of student symposia,’ 
he said. Arguably, though, it is precisely fo 
that reason the leadership should be con 
cerned about stirrings. among the stu 
dents. 

The students themselves are wary of an: 
moves to brand their new-found conscious 
ness as a movement to change the politice 
order, which they believe would inevitabl 
herald a security clampdown and the de 
struction of what they have achieve 
through peaceful but persistent action. In ; 
delicate balancing act, they deny reports tha 
they have displayed anti-Suharto poster 
and insulted the national flag, but are bitte 
about the failure of the national press to re 
flect the extent of their activities. 

“There is no one behind us," said th 
leader of a student activist group at Ban 
dung's prestigious Institute of Technology 
Referring to the adoption by students of va 
rious social causes in the past few months 
he explained that “with all avenues to for 
mal politics cut off, we must choose anothe 
route, hence our adoption of social causes." 

u Michael Vatikioti: 


the AL and Hasina, there is widespreac 
speculation that the party and Ershad are se 
cretly negotiating for some sort of accommo 
dation when elections are called. The con 
spicuous absence of Hasina from the oppo 
sition-organised "Black Day" on 24 March tc 
mourn the day Ershad came to power sever 
years ago, is seen as an indication that the 
rumours are true. 

Analysts have said that there is no reasot 
for Ershad to want to call a general electio: 
soon, as polls were held in May 1986 anc 
March 1988, but as some opposition partie: 
boycotted them thereis a question mark ove 
the credibility of both in the minds of US con 
gressmen and policymakers in other coun 
tries from which Bangladesh wants aid. 

It now appears that the government i: 
under pressure to work out a way to facili 
tate the holding of free, fair and credible 
elections with all political parties contesting 
Similarly, the AL and BNP are also under in 
creasing pressure from their supporters & 
contest any elections called. 

The AL did contest the 1986 polls anc 
Hasina was elected leader of the opposition 
The BNP boycotted the election and later de 
manded that parliament be dissolved and i 
fresh election be held under a neutral gov 
ernment. The AL itself quit parliament — ; 
decision Hasina feels was a mistake and ha: 
been looking to rectify ever since. She be 
lieves that the November 1987 anti-govern 
ment agitation benefited the BNP and not the 
AL. 

Although the BNP has consistently saic 
there cannot be any election while Ershad i: 
president, Khaleda is known to have hintec 
to her members that if the credibility of ar 
election can be guaranteed, the BNP may par 
ticipate. E 
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Pre-flight check. Kai Tak Airport, Hong Kong. 


ARRIVE IN BETTER SHAPE. Because takeoff is 
prompt and touch-down is precise. 

Because with a tough schedule ahead rest assured your 
luggage isn’t left behind. 

Because only Cathay Pacific reconciles your needs as a 


traveller with your demands as a business person. 
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No matter where you live, you can now watch 
the very best of BBC television just days after 
it’s seen in the UK. 


Every two weeks, our editorial team will care- 
fully select home-grown programmes for an 
exclusive three-hour compilation. 

BBC Video World will bring home to you all 
you're missing... 

You will appreciate the excellence of the 
BBC’s news reporting, current affairs coverage 
and documentries. Impartial reports and int- 
elligent analysis from all parts of the British 
Isles and around the globe will keep you in the 
picture. 


You'll benefit from the sharp camerawork 
and perceptive commentary of BBC Sport, giving 
you a view better than that from the best seats 
at club rugby matches, soccer cup matches, 
county cricket and so many other sports. 

No better use is made of the medium than by 
the BBC's Natural History Unit. You will join 
their excursions into the wild world. 

You'll relish stunning performances in sup- 
erbly crafted plays and series, as we bring you 
the best of the BBC's unrivalled television drama. 

And no selection would be complete without 
a generous helping of humour. You won't miss 
the latest sparkling new comedy series or favour- 
ite classics. (And, before you jump to conclus- 
ions, we hasten to add that nothing will ever be 
repeated on BBC Video World!) 

Subscribers will also receive the exclusive 
Video World magazine, bringing you articles 
about the programmes, competitions and your 
chance to have a say in what appears on future 
tapes. 

A year's subscription costs only $295 and 
includes 26 videos, six full-colour magazines 
plus insurance and express delivery to your 
door,no matter where it is on earth. A small 
price to pay for a whole year's supply of the best 
television in the world - and a perfect remedy 
for homesickness. 

To ensure you don't miss the valuable first 
edition, subscribe to Video World today. Return 
the coupon or, better still, ring the free Order- 
line now. 


DON’T MISS IT. 


The cream of British television - on a twice 
monthly video compilation available only 
by subscription. 





SU BSCRIBE TODAY TO: BBC Video World, Subscription Services, PO Box 177, Basingstoke, Hampshire RG24 OFG, UK. 
PLEASE TICK 
rOy [_] Please send me more details of BBC Video World. 
RING THE FREE [ ] Please opena [ ]24 months [12 months [ ]6 months subscription to BBC Video World. 
ORDERLINE Tile — Initials . Name 4 din 
(BLOCK CAPITALS PLEASE) 
IN HONG KONG Address 
CL —coa = Postcode - 
IN JAPAN State/Prov Country _ z 
00 31 44 40 09 PAYMENT 


Outside these countries orders may be phoned at 
your expense on 


44 272 217211. 


Please have the following information ready when 
you call: Credit Card details and subscriber's full 
name and address. Quote ref. FEROI 



































[ ]L enclose a Sterling Cheque/International Money Order for 
[ ]$585 (24 months) [ ] £295 (12 months) [ ] £180 (6 months) made payable to BBC Video World. 
[ ]Please debit my [ ]Visa [ ]Amex [ ]Mastercharge [ ] Diners 
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SINGAPORE 


Senior army officers play a larger role in government 


Marching to the top 


By N. Balakrishnan in Hongkong 


once served in the Ministry of De- 

fence (sometimes known as the “Min- 
def mafia") and ex-army officers are increas- 
ing their political role as Trade and Industry 
Minister Lee Hsien Loong, a former 
brigadier and son of Prime Minister Lee 
Kuan Yew, consolidates his political and ad- 
ministrative powers. 

Observers say this trend could have fun- 
damental long-term consequences for poli- 
tics in the republic and that the ascendancy 
of Lee — lynchpin for the Mindef/ex-army 
officer group — to the heights of power may 
be quicker than expected. 

The latest example of the importance at- 
tached to the Singapore Armed Forces (SAF) 
came in mid-March when the government, 
while announcing hefty pay rises for the 
civil service, announced even higher pay 
rises for the SAF. It said then that future pay 
rises in the SAF will be kept ahead of the civil 
service. 

In addition, the government announced 
that it will continue its policy of "spreading 
SAF talent elsewhere" by posting SAF officers 
for two-year stints in the civil service, further 
blurring the division between the civilian 
bureaucracy and the military. The policy en- 
sures that SAF will have experts present in 
all services of the government, a sort of 
shadow civil service. The SAF currently has 
131 of Singapore's highly sought after gov- 
ernment  scholarship-winning students 
working for it — almost as many as in the 
entire civil service. 

Lee is also consolidating his power in the 
ruling Peoples’ Action Party (PAP), which is 
cadre-based, and in the cabinet itself. Earlier 
this year, he was elected second assistant 
secretary-general of the party, a post that 
had been vacant since 1984 and which 
places the younger Lee just behind his 
father and first assistant secretary-general 
Goh Chok Tong in the party heirarchy. 
Chances are that when Lee Kuan Yew re- 
tires in 1990, Goh will become prime minis- 
ter and the younger Lee will become PAP 
first assistant secretary-general and deputy 
prime minister. 

In the cabinet, Lee is also increasing his 
power. In late March, his Ministry of Trade 
and Industry formed a special economic po- 
licy review committee to examine the 
policies of all ministries to assess their possi- 
ble economic impact on Singapore. Until 
now, such reviews have only been con- 
ducted by the Finance Ministry. Some 


F ormer Singaporean bureaucrats who 
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sources say that Lee may be made finance 
minister soon. If that happens, as one Sin- 
gaporean said, “he will control both the 
guns and the butter.” 

Political observers in Singapore have 
long speculated about the anomaly of ap- 
pointing Tony Tan, a man with many years 
of banking experience and a cabinet veteran, 
as education minister when he would have 
been such a good choice to head the Finance 
Ministry. Prime Minister Lee himself said 
publicly in 1988 that he preferred Tan to Goh 
to become the next prime minister but that 
Tan was not aiming for the post. The current 
Finance Minister, Richard Hu, was inducted 
from a multinational oil company into the 
cabinet. He lacks political experience and is 
said to have no political ambition. 

After Lee Hsien Loong, the next most 
senior ex-army officer in the cabinet is Brig.- 
Gen. George Yeo who, significantly, is the 
minister of state for finance and foreign af- 
fairs. The third most senior ex-army officer, 
Brig.-Gen. Tan Chin Teong, is permanent 
secretary of the powerful Home Affairs 
Ministry, which controls the police and the 
Internal Security Department (ISD) and is the 
man who ordered the arrests of 22 profes- 


> 


sionals in 1987 for alleged involvement in a 
“Marxist conspiracy.” 

Tan Chin Teong is the first high-ranking 
army officer to assume a senior post in the 
civil service, and his entry into politics pre- 
dates even that of Lee Hsien Loong. Lim 
Siong Guan, a former permanent secretary 
under the Defence Ministry, is now chief of 
the Central Provident Fund, the compulsory 
pension fund for employees in Singapore 
which administers S$32 billion (US$16.34 
billion). The ISD director, Tjong Yik Min, is 
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Lee Kuan Yew aboard visiting US Seventh Fleet carrier: political role. 


a schoolmate of the younger Lee in a coun- 
try where the old school tie counts. 

The list of Mindef bureaucrats is led by 
Foreign Affairs Minister Wong Kan Seng. 
The chairman of the Economic Develop- 
ment Board, which vets and manages for- 
eign investment in an economy that is heav- 
ily dependent on investment from abroad, is 
Philip Yeo, also formerly of the Defence 

Junior Trade and Industry Minister and 
Communications Minister Mah Bow Tan 
also had a stint in the Defence Ministry and 
helped in the "re-organistation" of Singa- 
pore's newspapers. 

Technically, most of the important army 
personnel serving in the government have 
resigned from the army, but since Singapore 
has universal conscription of all males and 
they are periodically recalled for reservist 
training, the military connections are impor- 
tant. 

There is speculation now that on 1 July, 
Singapores Armed Forces Day, more 
people from the army may be inducted into 
government posts. Among the names men- 
tioned are Brig.-Gen. Chin Siat Yoon — cur- 
rently director of army joint intelligence — 
who is being tipped as permanent secretary 
of the Foreign Affairs Ministry. It is also 
speculated that Prime Minister Lee's other 
son, Lieut-Col Lee Hsien Yang, may be 
given either a promotion or inducted into 
government. 

It was once the government's policy to 
flaunt the army connections of civil servants 
and politicians, who were encouraged to re- 





tain their military ranks as honorifics. But 
now army connections are being de-em- 
phasised, perhaps because the policy is no 
longer winning respect for the armed forces 
among Singapore's ethnic Chinese, who 
have traditionally looked down on an army 
career. 

The army, which conscripts all able- 
bodied males for about two years, also 
serves the domestic political role of inculcat- 
ing ideology. Noting the preponderance of 
women among the 22 professionals de- 


33 


"m E GOTOWA Re PPR RS 


tained under the Internal Security Act 
for an alleged Marxist conspiracy in 1987, 
Lee Hsien Loong remarked that the fact 
that Singapore's women do not undergo 
military conscription may have some- 
thing to do with some picking up the wrong 
values. 

The more important issue for the govern- 
ment now seems to be to prevent negative 
foreign and domestic public opinion to- 
wards the army's increasing role in govern- 
ment. Steps are being taken to "soften" the 
image. Lee, for example, has asked his rank 
to be dropped in internal correspondence. 
The latest strategy seems to be to cultivate a 
populist image for Lee, who has recently 
taken to wearing contact lenses. He 
explained the move as being necessary to 


achieve better "eye contact" during tele- 
vision appearances. 

Apart from the institutional links, the 
generational links are also important. All 
those associated with the Defence Ministry 
and Lee, 37, are in their mid or late 30s. 
Goh, 47, and his few allies in the party and 
cabinet are all in their late 40s and spent their 
youth in pre-independent Singapore. The 
only senior generational and political ally 
Goh appears to have is National Develop- 
ment Minister S. Dhanabalan, who is gener- 
ally considered to be losing ground, having 
been a foreign affairs minister previously. 

One of the effects, perhaps unintended, 
of relying on the army for future ministers 
and senior civil servants seems to be the ab- 
sence of ethnic Indians and Malays coming 
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Shortages in Nepal after India tightens border controls 


Down to a trickle 


By Kedar Man Singh in Kathmandu 
and Salamat Ali in New Delhi 


hree weeks after the Indo-Nepalese 

| trade and transit treaties expired in 

late March and with no prospect of 

resuming bilateral negotiations, Nepal 

began experiencing severe shortages of fuel 
and other consumer essentials. 

While Nepalese sources called it a trade 
blockade of their land-locked country by its 
giant southern neighbour, and India main- 
tained that channels of trade remained 
open, the issue reflected the two countries’ 
deteriorating relationship. 

Kathmandu is dependent on India for 
trade and aid. New Delhi obviously feels 
Nepal has been less than grateful for its 
generosity and is set on driving home the 
point. 

As a bilateral problem, the dispute is 
excluded from the charter of the South 
Asian Association for Regional Cooperation 
(SAARC), some rumours in New Delhi 
suggest current SAARC chairman Benazir 
Bhutto is trying quietly to bring the sides to- 
gether. India’s action will almost certainly 
add to sentiment in smaller neighbours 
about its “overbearing” regional approach. 

New Delhi's decision to get tough de- 
rives from a series of steps taken by Nepal 
over the past year. Nepal began imposing 
restrictions on Indian residents and busi- 
nessmen in Nepal, who had enjoyed the 
same freedom tens of thousands of 
Nepalese enjoyed in India. Last year, Nepal 
imported some weapons from China, in- 
cluding anti-aircraft guns. Until then India 
had been the sole supplier of weapons to 
Nepal. Kathmandu also began last year to 
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improve terms of trade for China, while 
slapping levies on some Indian imports. 

The Nepalese intentions behind the 
Chinese arms purchase are particularly 
puzzling. Kathmandu has cited a fear of ter- 
rorism, pointing to a 1973 hijacking of a 
domestic flight. It has not made clear how 
anti-aircraft guns could play a part in coun- 
tering such an event, and India has taken of- 
fence. 

Not at issue, is that export of Indian 
goods to Nepal has come to a standstill. Ac- 
cording to Indian officials, their customs au- 
thorities had put up notices at the border 
checkpoints declaring that traders were free 
to export unrestricted quantities of foodstuff 
and other essential goods to Nepal. No 
Nepalese traders were willing or able to im- 
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Blockade-induced cooking oil queue. 
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up into government via this route. The army 
in pre-independent Singapore was made 
up mostly of Malays and Indians, a situation 
the government set out to change and 
seems to have succeeded at doing with a ven- 
geance. The other routes by which Indians 
entered politics, the unions and the legal 
profession, have been so emasculated by 
new laws that they no longer provide an ef- 
fective political platform for senior posts. 
While Goh, regarded as a rival to the 
younger Lee, is also defence minister, Lee is 
the second minister for defence in charge of 
services, which is concerned with the 
army's combat readiness. This denies Goh, 
who is not a high-ranking army officer, any 
decisive influence over the army without the 
knowledge of Lee. E 


port the Indian goods. 

Obviously the lack of foreign exchange in 
Kathmandu has hampered Indo-Nepalese 
trade, which until last month had been set- 
tled in rupees. After the expiry of the bila- 
teral trade treaty last month, New Delhi 
began demanding payment in hard cur- 
rency for its exports to Nepal. 

Nepalese officials had also charged that 
India had obstructed third-country imports 
into their country since late March. The 
Nepalese ambassador to New Delhi said 
that in the 16 days since 23 March, India had 
not allowed any shipment of goods into 
Nepal. He added that the Indian Govern- 
ment's assertion to the contrary was "false 
and misleading." 

On 10 April, the Indian Government re- 
sponded that the Nepalese charge was 
"baseless" and sent two of its officials to ac- 
company a counsellor from the Nepalese 
Embassy to the border trading posts to as- 
sess the situation. Until 23 March there were 
15 border trading points between the two 
countries. Since then India has designated 
two posts — one each at Jogbani and Raxaul 
— for trade into Nepal. 

As an example, Indian officials gave the 
breakdown of third-country goods passing 
into Nepal from India on 4 and 5 April at 
the Jogbani trading point — some 154 
truckloads carrying soybean oil, cement, 
resin and other goods. 

However, there is no doubt that Nepal is 
experiencing severe shortages of petroleum, 
diesel and other essential fuel products 
which had been earlier supplied by India 
under rupee payment. The government has 
imposed fuel rationing and reduced public 
transport services by half. As an austerity 
measure, all schools and colleges have been 
ordered to close for two months. 

Responding to  Nepals problems, 
Bangladesh announced that it would rush 
2,000 tonnes of petroleum, diesel, and 
kerosene to Nepal. Kathmandu also has ar- 
ranged to ship some 8,000 tonnes of diesel 
from Singapore, which is expected to T: 
Calcutta port soon. 
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Traveller’s Tales 


he title of this column has been par- 

ticularly appropriate over the past 

couple of months as I have 

steamed into South Korea to inter- 
view President Roh Tae Woo (REVIEW, 2 
Mar.), “yomped” all over the Chittagong 
Hills Tracts of Bangladesh, thence to Dhaka 
to interview President H. M. Ershad 
(REVIEW, 23 Mar.) and thereafter round the 
world, via the West Coast of the US and a 
couple of the Pacific States, then on to Wash- 
ington, New York and London. I was lucky: 
beautiful spring weather followed me around 
the globe (I just missed the cherry blossom 
trees blooming in Washington), until a 
downpour greeted me back in Hongkong. 


In Bangladesh a prize equivalent to just 
under US$35 to anyone able to produce 1 kg 
of dead mosquitoes was a reminder of the 
level of poverty. An even deadlier reminder 
came with the following advertisement 
which a Bangladeshi reader wanted us to in- 
sert in our columns: 


KIDNY FOR SALE 
wanted to sale one kidny to foreign buyers. 
Blood group "A" Negative. Please contact 
with offer inconfidence immediately. 


A. Khan 

c/o Mr. Mesbah Uddin 
P.O. Box XXX 

Dhaka 


But, as I reported, Bangladesh does 
show some isolated rashes of prosperity. 
One of the places where Dhaka's new breed 
of yuppies go is the Panda Garden Restau- 
rant, a curious joint enterprise — a “techni- 
cal collaboration agreement" — between 
Bangladeshis and the government of 
China's Sichuan province. Although the 
restaurant is dry (we drank gallons of soda 
pop and pineapple juice) the Bengali hosts 
at a nearby table, entertaining a group of 
Singaporean businessmen, were none the 
worse for wear (corkage is not charged). 
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The menu's blurb praises the "super 
class chef,” Wu Guoliang, whois assisted by 
five other "distinguished chefs" from the 
People's Republic. It claims that all the ingre- 
dients of the dishes are fresh, that chickens 
are raised especially for the restaurant and 
vegetables are “nurtured to go into the work 
at the height of their young lives." It adds 
that the Panda Garden has been designed 
^to give you a roaring good time" (difficult, 
that, on pineapple juice) and that it will "stir 
up an era of new elegance." Indeed, it 
claims: “After dining with us you will feel 
yourself on top of the world." 

Itis something of an anti-climax to report 
that the food is served in a style I associate 
with Chinese restaurants in Britain: one 
large plate with portions of each dish 
dumped on it all at once. At least they serve 
rice rather than chips. But the only eating 
implements were knives, forks and spoons. 
The charming Miss Li Xia from Sichuan 
promised me chopsticks the next time I 
came. 

A rather alarming situations vacant ad- 
vertisement was spotted in the Bangladesh 
Observer by Adrian Baron: 


WANTED IMMEDIATELY 


Receptionist, Hostages. Stewards-For a posh res- 
taurant. Applicants should have sound family background 
and smart presentable appearance. Accepted candidate 
will be trained and will get a attractive remunaration 


Contact with two copies passport size picture and Bio-data 

on 24th and 25th Dec. from 10 a.m. to 12 noon 
Address 

Plot No.11.Rd.No.46 


[ 3 Gulshan-2 Phone-608535 





For obvious reasons, most of the mis- 
prints and other sources of laughter which 
form the grist to this column's mill are Asian 
— and Christine Pemberton has a nice eye 
for Subcontinental howlers, which brings 
her frequent contribution fees. But she 
keeps her eyes open elsewhere too and has 
produced the following photographs of va- 
rious European signs and products: 
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Pemberton comments that she supposes 
that if one eats Mukki Yogurt and drinks 
wine with such an unappetising name, one 
could well go in for some wild camping and | 
end up being gouged by a dentist: | 
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LITERACY 1 


- Asia 5 campaign to stamp out illiteracy stumbles 


The bookish crusade 
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campaign to end illiteracy in the re- 
mote mountain villages and bulg- 
| ing capital cities of Asia by the year 
es 2000 has long been trumpeted by 
=- the United Nations Educational, Scientific 





. and Cultural Organisation (Unesco). But 


^. with only 10 years to go, that target has been 
+ abandoned as utopian. 

? The 30 countries included in what is call- 
;' ed the Asia-Pacific region account for the 
. globe's largest number of illiterates — about 
<- 666 million or 75% of the total number of 


*. people who cannot read or write. Given the 


= lack of political will and the lack of money in 
-. most places with high illiteracy rates, the lit- 
.. eracy crusaders are changing their tactics. 

. “Tt would be wonderful to see the 
. number reduced to 111 million, for in- 
2 said Unesco director-general 
.. Federico Mayor in a recent interview. Other 
~ Officials now say they would be content to 


: . see a critical mass of new literates who could 
- create a fresh momentum towards di- 


- minishing illiteracy at the start of the next 
.. century. In 1987, Unesco launched a specific 
=< Asia-Pacific Programme of Education for All 
- (Appeal). And a world conference is plan- 
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Reading the Koran is RN for girls 
in Pakistan: 40. 


ned in Bangkok early next year to drum up 
more awareness and secure additional fund- 
ing for education from multilateral agencies 
such as the World Bank. 

Unesco studies show a consistent de- 
crease in the illiteracy rate of all countries in 
the region between 1960 and 1980, but the 
success has varied greatly. China and Iran 
were able to reduce the rate by more than 
35% over the period while Indonesia, 
Malaysia and Papua New Guinea managed 
more than 2376 decreases. But improvement 
in Afghanistan and Bangladesh has been 
slow, with the rate dropping by 3.4% and 
2.6% respectively. Nepal's illiteracy rate 
dropped by 7.4% and Pakistan saw a 15.9% 
decrease in its rate. 

The reasons why some countries have 
better records than others are complicated 
and numerous. For starters, countries with 
high birth rates have a harder time provid- 
ing education to all their potential pupils. 
Also, there is a correlation between govern- 


ment expenditure on education and the pro- 
gress in reducing the illiteracy rate; countries 
which spend less on primary education usu- 
ally have higher illiteracy rates. And 
perhaps the toughest hurdle to dear in 
stanching illiteracy springs from traditions 
and attitudes which place little emphasis on 
educating girls. 

A report summarising Appeal’s progress 
in the first year concluded that demographic 
pressure and negative socio-economic and 
cultural norms were the main obstacles to 
progress. Lack of resources, inadequate 
planning and administrative structure plus 
operational difficulties also were cited as set- 
backs. 

The overall decrease in illiteracy rates in 
fact hides a real increase in the number of 
adult illiterates in countries such as Iran, 
Papua New Guinea and many others. Only 
China, Indonesia, the Philippines, Thailand 
and Vietnam experienced actual declines in 
the absolute number of adult illiterates. 

According to Unesco projections, the five 
high-illiteracy countries — Afghanistan, 
Bangladesh, Nepal, Pakistan and India — 
would have 475 million illiterates by the year 
2000 if current patterns continue. Taking 
into account another estimated 170 million 


the fifth grade (about 4%), but its. drops to 2% i in other grades. 
Unesco studies found that if a child drops out before reaching. 
the fifth grade, there is a strong chance that he or she will grow 
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ET hais " textbook case 





Whe n nit comes to eradicating illiteracy, Thailand is the experts’ fa- 
. - vourite success story. The extensive primary education program- 
.. ^. me launched in the 1920s, along with numerous education drives 
. . aimed at adult illiterates over the years is the stuff of case studies 
- = on how governments should attack illiteracy. Thailand's efforts 
- -are heralded as a useful example since its current illiteracy rate of 
. 5 10% is such an improvement from its high of 68.8% in 1937. 


But the Thai success story hides a number of disturbing 


^ trends. Enrolment of school-age children has hovered around 
bly high level of 97% over the past 20 years because 





A education is compulsory for children in grades one through six. 
- Children who do not attend school either have parents who 





pr - move constantly in the remote countryside or are the children of 
. Bangkok's slums. While most Thai children attend school, Thai- 


. land suffers from an alarmingly high drop-out rate. 
za According to a National Education Commission (NEC) survey, 


* V only an average 64 out of 100 enrolled pupils managed to com- 
.. -` plete the compulsory education within the stipulated six years. 
The survey showed a high 8.6% repetition rate (owing to in- 


X z adequate attendance). The drop-out rate was pertenlany fugam 
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up to be illiterate. It is estimated that some 12 million primary- . 
school pupils drop out each year before reaching the fifth gradein . 
India, almost 4 million in China, 2.5 million in ee and | 
1.4 million in Indonesia. 
Education experts say the quality of education i in general re- 
mains a worrying concern despite the high literacy rate. As evi- 
dence of slipping standards, experts point to the emergence of 
“motorcycle” teachers who choose to live in a town and travel 
20-30 km daily to their designated village school. Motorcycle 
teachers, many say, have replaced the traditional village teacher 
who played a large role in village life and the life of the pupils. 
The country’s socio-economic changes have also led to an. 
eroding public faith in the traditional values of education, par- 





‘ticularly at the secondary and higher levels. In the past, poor 
farmers in the countryside used to sell cattle or tiny parcels of - 


their farmland to finance higher education for their offsprings soo 
that they could become teachers or enter governmental service, _ 
"But there is a visible trend in recent years that more farmers — 
are reluctant to send their children even to secondary education 
— because it is more difficult to recoup the investment,” com- p 
mented? NEC vice-chairman Kaw Sawasdipanich. | 
a Palial M Sricharatchanya Es 
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from the 25 other countries in the region, the 
total would reach 645 million. 

It is no coincidence that the highest rates 
of illiteracy are found on the Subcontinent. 
Unesco officials say political will to expand 
educational opportunities is still lacking in a 
small group of nations — notably Afghanis- 
tan, Bangladesh, Nepal and Bhutan, all of 
which are classified by the UN as least-de- 
veloped countries (LDCs). 

Officials who are familiar with conditions 
in these countries blame some of the ruling 
dictatorial regimes which fear that wider lit- 
eracy may fuel political discontent. There is 
also the problem of corruption and abuse of 
resources, resulting in limited funds going 
to the elite with little left for the lesser- 
affluent economic and social groups. 

Perhaps of a more serious nature are the 
negative social attitudes against primary 
education in general and discrimination 
against females in particular. “Primary edu- 
cation is not succeeding because parents do 
not appreciate it and are not sending their 
children to school,” commented a Unesco 
researcher. “Those who manage to go to 
school have a high drop-out rate.” 

The sexual bias against females is made 
amply clear in a separate study by the 
Bangkok-based Unesco regional office. Of 
the number of adult illiterates, which 
grew from 636 million in 1970 to 651 million 
in 1985, the number of male illiterates actual- 


Country (in %) 


ly declined from 247 million to 233 million 
over the same period — against an increase 
from 390 million to 418 million of female illit- 
erates. 

“The size of the current literacy efforts is 
by far dwarfed by the sheer scale of the prob- 
lem,” warned the Appeal report. It 
suggested that more fundamental solutions, 
including political and cultural changes, are 
required. 

According to Unesco trend projections, 
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Learning how to be Thai 


By Paisal Sricharatchanya in Chiang Rai 


he tiny villages scattered over the 

hills around Chiang Rai make up the 

last frontier in Thailand’s push to 

stamp out illiteracy. In statistical terms, offi- 
cial programmes to teach Thai to the hilltribe 
minority groups in northern Thailand have 
achieved little. The main programme, un- 
dertaken by the Education Ministry’s Non- 
Formal Education Department since 1980, 
covers only 4% of the estimated 
500,000 total hilltribe population. ' 
But these literacy programmes | 


educating the children of the 
hilltribes. Along with learning 
how to read and write, these child- 
ren are learning how to be Thai. Lit- 
eracy has become a potent political 
tool, the ticket to assimilation. Since 
the government's objective is to as- 
similate the people of the hills, it is 
no accident that the villages with an 
education programme, now num- 
bering over 300 in 10 northern pro- 
vinces including Chiang Rai, have 
benefited. 
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A multi-purpose building in the village 
centre — in most cases a simple bamboo 
shack with thatched roof — is the heart 
of the programme. It serves as the school 
for the children in daytime, as a gathering 
place for adults in the evening, and provides 
lodging for the lone volunteer teacher. 
The teachers, mostly young men and 
women from the same locality, not only 
teach but offer advice on all other aspects of 
community life, ranging from hygiene to the 
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A classroom in the hills: literacy and citizenship. 
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Sources National Studies of Appeal 1988: Unesco estimates and projections 


the countries of Bangladesh, China, India, 
Indonesia, Iran, Nepal and Vietnam will 
need to step up efforts to expand primary 
education if they do not wish to end up with 
massive numbers of children who do not at- 
tend school by the end of the century. At 
current rates, according to Unesco, the 
number of children not in school could reach 
5 million in Bangladesh, 15 million both in 
China and India, and 3.9 million in In- 


. donesia. $n 


type of cash crops the tribesmen should 
grow. 

The Thai Government clearly is using 
the programme to instil Thai norms. 
For instance, the children follow their 
lowland counterparts in singing the nation- 
al anthem every morning. The presence of 
statues of Buddha in some of the schools 
also signifies a discreet attempt to propa- 
gate Buddhism to the largely animist popu- 
lation. 

The people of the hills seem to endorse 
these literacy programmes, for the simple 
reason that literacy in Thai enhances one's 
chances of obtaining Thai citizenship. But 
the hillspeople's enthusiasm for Thai literacy 
is laced with an unspoken concern that their 
own cultures may eventually be 
lost. The half dozen large tribes that 
inhabit the northern hills all speak 
their own ethnic languages though 
few can write. Unesco has been en- 
couraging preservation of the re- 
spective ethnic languages, but the 
thrust of the government literacy 
programme so faris focused only on 
Thai. 

The programme's progress so 
far has been restricted by budgetary 
constraints. But given the success 
of the literacy drives among Thais, 
more government resources are 
expected to be channelled to the 
hills. E 
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LITERACY 3 


Reading the Koran ts enough for girls in Pakistan 


No dogs, cats or girls 


By Ahmed Rashid in Lahore 


or a country with an ostensibly high 


economic growth rate, Pakistan faces 
a literacy crisis of unimaginable pro- 
portions. And the main victims are women. 

Consider the Girls High School in 
Khushab, which is supposed to be a model 
for the Khushab district in the heart of Pun- 
jab province. Of the schools 550 students, 
110 of them attend class outside because 
there are not enough classrooms in the old 
building. It is still winter, and the girls who 
cannot fit inside huddle together to keep 
warm in their outdoor classroom with a dirt 
floor. Then consider a huge new office block 
up the road from the girls school. This build- 
ing, which resembles the White House in 
Washington with its pillars and porticos, 
was built two years ago for the district com- 
missioner of Khushab. These two buildings 
sum up the story of the government's 
priorities when it comes to education. 

Only 2676 of Pakistan's population is lit- 
erate — a figure that has remained relatively 
static for 20 years, barely managing to keep 
up with the growth in population. Unesco 
reported a slightly higher literacy rate of 29% 
in 1980. Drop-out rates are so high that only 
2% of the student population makes it to a 
university — a figure that has remained the 
same since 1965. 

During the 11 years of military rule under 
former president Zia-ul Haq little interest 
was shown or money spent on education. In 
1977, the health and education allocation of 
the budget was Rs 583 million while that for 
defence was Rs 9.67 billion. Eleven years 
later, the health and education budget had 
rsen to Rs 19.6 billion, but the defence 
budget had risen to Rs 477 billion. 

One of the many challenges the new 
government of Prime Minister Benazir 
Bhutto faces is Pakistan's troubled education 
system and its dismal literacy statistics. Dur- 
ing her campaign for office, Bhutto prom- 
ised a massive literacy drive and a rapid im- 
provement in the quality of education. So 
far, she still has not announced her educa- 
tion policy, to the frustration of both stu- 
dents and educators. The major constraint 
facing Bhutto is the shortage of funds availa- 
ble until the new budget is devised in June. 

During Zia's tenure, rather than improv- 
ing the existing educational structure, the 
government promoted mosque schools, 
which were run by mullahs who were often 
themselves largely uneducated except in Is- 
lamic studies. Some 7,500 mosque schools 
were established, mostly to teach reading of 
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the Koran to small children. Once the stu- 
dents reached a certain age, girls were no 
longer allowed to attend. 

When Mohammed Khan Junejo was 
made prime minister in 1985, he promised 
to raise the literacy rate to 50% by 1990 and 
build new primary schools. His critics con- 
tend that a lot of money was wasted on un- 
successful literacy schemes. 

Literacy rates are highly uneven across 
the country, but in every part of the country 
women show up in the illiterate category 
much more often than men. According to 
the 1981 census, male literacy is 32% com- 
pared to 14% for women. The female liter- 
acy rate varies widely in the four provinces, 
from 19% in Punjab to 2.9% in Baluchistan. 
Female literacy has actually declined in 
every province except Punjab since 1971. 

There are also wide disparities between 





Too few children in school. 


urban and rural areas, with a 33.7% urban 
female literacy rate but only 5.5% in rural 
areas. Less than 100,000 rural children have 
access to library facilities and most of them 
are male. Science labs are rare and if they are 
built, there is no equipment provided. In 
higher education women face acute dis- 
crimination in getting places at universities. 

Government policy and priorities are not 
the sole reason for these statistics; tradition- 
al attitudes, especially attitudes towards 
female education, also play a major role. 
Among the Baluch and Pathan ethnic 
groups, it is still considered unnecessary 
and even dishonourable to give girls an edu- 
cation beyond reciting the Koran. In Punjab 
women play a vital role in the rural economy 
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and fathers take their girls out of school tc 
help in the fields. However, there has been c 
rapid change of attitude in the urban areas, 
especially in Karachi, where parents vie tc 
send their children to the best primary 
schools, which are usually privately run. 

The Zia era also witnessed a massive 
flow of funds, both locally generated anc 
from the Gulf states, to finance religious 
schools or madrassas. Many of them do not 
give a proper education, and the availability 
of such schools only helped to reinforce the 
belief in rural areas that a religious education 
was more than enough for girls. 

In interviews with headmistresses and 
educators, most of whom asked not to be 
quoted, it was repeatedly asserted that pri- 
mary education also suffers because of the 
widespread corruption in education depart- 
ments. Schools are sanctioned and appear 
on the books, but they are never built, the 
money disappearing into the pockets of offi- 
cials. Thousands of teachers receive govern- 
ment pay checks from the government but 
they never show up at schools. Government 
school inspectors take a cut from these ab- 
sent teachers in exchange for reporting that 
they are working. 

Primary education for girls also suffers 
because of the unwillingness of female 
teachers to teach in the rural areas. The gov- 
ernment provides no hostels, transport or 
security for women who often have to travel 
20 miles or more to get to their village 
schools. There is little incentive for them if 
they do get there. The pay is miserable, 
there are hardly any facilities and often they 
have to teach in the open. 

In urban areas the lack of government 
schools has led to a flourishing private 
school business. Although some are excel- 
lent, hundreds are mere businesses, with no 
supervision over what is being taught or 
how well. Overcrowding in these schools is 
common with often 60 pupils to a class. 
There is no consensus about what language 
should be used in the classroom. In cities the 
favourite teaching medium is English for 
parents who want their children to get jobs 
in the Gulf or pursue higher education. In 
rural areas the teaching mediumis Urdu with 
a low level of English-language instruction. 

Bhutto faces a political dilemma when it 
comes to announcing her education policy. 
Her promises to raise the literacy rate and 
the support her Pakistan People's Party has 
received from many educationists, means 
there is pressure to change government at- 
titudes and evolve a more radical strategy 
for raising literacy levels. On the other side, 
there are just as strong pressures from both 
the bureaucracy and religious groups not to 
implement drastic changes. 

However, for the moment, there is no 
plan to increase spending on education. Lit- 
tle of the US$2 billion of Western aid injected 
into Pakistan annually is ever earmarked for 
education. And Pakistan's educational crisis 
is expected to continue. ib 
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Bog of bureaucracy 


Policy Making in China: Leaders, 
Structures, and Processes by Kenneth 
Lieberthal and Michel Oksenberg. Princeton 
University Press, New Jersey. No price given. 


In the mid-1980s, China Daily ran a 
short news item remarkable for its breezy 
tone given the content: the Shanghai muni- 
cipal authorities decided that the share of 
tax revenue they owed the State was too 
high and they simply were not going to pay 
it, thank you very much. Such defiance of 
mighty Peking by lower levels of govern- 
ment, and the relationship between the 
two in general have long been a neglected 
component in assessing what makes China 
tick. 

Renowned American sinologists Ken- 
neth Lieberthal and Michel Oksenberg look 
to be correcting that omission. Their re- 
search into China’s bureaucratic nether- 
world and its role in policymaking results in 
a superb volume that is essential reading for 
any businessman or journalist covering the 
country. 

They contend that the predominant 
models bandied about by academics in dis- 
cussing policymaking in China are in- 
adequate. These “power” and “rationality” 
models both hold that policy is shaped at the 


top The power analysts believe that policy 
is the outcome of power struggles among 
factions while the rationalists argue that po- 
licy choices are evaluated in terms of na- 
tional interests. The authors say these mod- 
els have their merits but woefully neglect a 
key component: the bureaucracy — not 
only from the top down but more often than 
not from the bottom up. This is hardly news 
for those who work in China. But what is 
gratifying is that the examples, facts, and 
anecdotes are laid out nicely to quell noisy 
outsiders who still believe in China the 
Monolithic State. 

The thesis is demonstrated by focusing 
on three major projects in the energy sector: 
offshore oil drilling, the Pingshuo coal mine, 
and the Three Gorges dam project. The 
choices are excellent. These are big projects 
which are carefully watched by the State 
Council. There is a staggering degree of 
overlapping between the various ministries 
and localities, and there is foreign participa- 
tion of some sort in each case. 

The authors effectively lay bare the 
spaghetti of wires connecting the various 
levels of ministries down to their local 
offices and then crossed by offices in other 
ministries and then by the supremos at the 
top level of command. Of special note is the 





Among the nawabs and mullahs 


Breaking the Curfew: A Political 
Journey through Pakistan by Emma 
Duncan. Michael Joseph, London. £14.95 
(LIS$25.25). 


The travel book seems to be the only 
means Western publishers offer for looking 
at Third World countries these days. It is 
fashionable, readable, and it 
gives the author a chance to en- 
liven the book with his or her 
own adventures. However, the 
idiom also demands off-the- 
cuff remarks and banal general- 
isations that often make natives 
wince. It replaces in-depth 
analysis with vignettes of a 
handful of people. 

Emma Duncan, The 
Economist magazine's South 
Asia correspondent, follows in 
the footsteps of travel writers 
Geoffrey Moorhouse and 
Richard Reeves. She has writ- 
ten a penetrating, witty and im- 
mensely colourful book that at- 
tempts to describe why Pakis- 
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tan remains in the headlines of newspapers 
around the world: "It is at the centre of some 
of the world's biggest uncertainties, in- 
volved in them as much as an actor as a po- 
tential victim." 

She opens up the Pandora's box of Pakis- 
tani politics, from the workings of the highly 
secretive military intelligence unit to the con- 





Flower vendor in Lahore: dream canvas. 
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absorbing analysis of the ministries anc 
super-commissions like the State Planning 
Commission and the interlocking relation 
ships. 

The authors are blunt about their find 
ings: "Our study reveals a fragmentec 
bureaucratic structure of authority, decision 
making in which consensus building is cen 
tral and a policy process that is protracted 
disjointed and incremental." 

While they detail the efforts of the Den; 
era to build the mechanisms that woulc 
forge a policy process based on consensus 
they condude that "units cooperate fo 
reasons other than ones which the top lead: 
ers desire." Those reasons are tied up witt 
the network of favours (guanxi) and per 
sonal ties. Those outsiders who say that thi: 
aspect of working in China is no differen 
from the “old boy network" are wrong. The 
hassles for foreign businessmen in Chine 
are well reported but Policy Making in China 
is one of the few accounts to deal with the 
concerns and pressures of the Chinese offi- 
cial. 

The picture that emerges is no mere cut- 
and-paste organisation chart nicked from 
other publications. There is a depth to this 
book found only in ones that rely on pri- 
mary sources, which in this case include offi- 
cial documents and interviews with hun- 
dreds of Chinese from all levels. This book 
may be mistaken for an academic tome 
when in fact it is the best book yet in the 
"doing business in China" category. 

B Nancy Langston 


fusions of Islam vs secularism. She describes 
not just the "contradictions, confusions and 
hypocrisies" that have made the country 
what it is but also the rumours, gossip and 
innuendoes that are far more important for 
most Pakistanis when they obsessively dis- 
cuss politics. 

To take one example, though Pakistan 
has a new female leader who took power 
with the apparent acquiescence of the army, 
Pakistanis are currently obsessed with dis- 
secting why the army chief, Gen. Mirza 
Aslam Beg, always greets her 
without his hat on. Is it a sign of 
the army's continuing disre- 
spect towards her, people ask? 

There is also no shortage 
of adventure on Duncan's 
political journey. She is offered 
every kind of alcohol despite 
its being officially banned. 
"| worship my God but I like 
my whisky," a landlord tells 
her. She drinks a syrupy cham- 
pagne in a Pathan tribal leader's 
mud fort on the Afghan bord- 
er. On the way numerous 
Pakistanis try to seduce her, in- 
cluding a politician who claims 
he has gone underground 
and the only hiding place is her 
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bed. Generals, mullahs and civil servants 
seem to open their hearts to her, partly 
because she is an outsider and a woman, 
and partly because they underestim- 
ate her intellect and powers of observa- 
tion. 

The first section of the book is an attempt 
to get to grips with the basic facts. Twenty- 
four out of Pakistan’s 41 years have been 
spent under martial law. There have been 
only three parliamentary elections and only 
two elected prime ministers, both of them 
Bhuttos. This is not healthy for a country 
now trying hard to join the society of demo- 
cratic nations. Benazir Bhutto may be an 
elected leader, but many mullahs refuse to 
accept her as prime minister because she is a 
woman, while the generals seem to have an 
aversion to too much democracy. 

Duncan divides the rest of the book into 
the classes that make up the Pakistani power 
élite — the landlords, businessmen, sol- 
diers, mullahs and politicians. It effectively 
dissects, through colourful vignettes, the 
three contradictory sets of baggage the élite 
carries — the traditions of the British Raj, 
Islam and the genesis of Pakistan, and the 


local base of ethnicity that is older than any 
of the others. 

The contradictions are all too apparent. 
The new generation of business tycoons 
owe a great deal to the lucrative drugs trade, 
landlords go to school in Switzerland and 
then comply with all the local superstitions 
to get votes, tribal leaders ask for aid from 
the World Bank which they do not know 
how to use. One of her best chapters deals 
with Baluchistan. Sardar Akbar Bugti, the 
idiosyncratic chief of the Bugti tribe and 
today chief minister of the province, argues 
that murder in the tribal areas is an enter- 
tainment substitute. “We don’t have videos 
in the tribal areas, people can’t read,” he tells 
her. 

Duncan has a sharp eye and an even 
sharper pen in depicting what she sees and 
hears. However, as demanded by the idiom 
of the travelogue, she often slips into the 
most naive generalisations and her analysis 
is too often dependent on a handful of inter- 
views with individuals who do not necessar- 
ily reflect the true aspirations of their class. 
She is also a committed élitist, stating early 
on that she wants to write a book about the 





A sub-species of anthropology 
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Not a Hazardous Sport by Nigel Barley. 
Viking, London. £11.95 (US$20.60). 
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Nigel Barley is the plain reader's an- 
thropologist. That is, he writes about un- 
familiar societies in ways which do not tax 
his reader. In Not a Hazardous Sport, his ac- 
count of a visit with the Torajans of 
Sulawesi, there are no nightmarishly convo- 
luted diagrams of kinship systems. He es- 

chews the mind-boggling obfuscation of so- 
cial scientific sesqui ianism. And the 
obscurities of languages which seem to con- 
sist of unpronounceable clicks, glottal stops, 
and the need to cleave one’s tongue to one’s 
uvula are left undelved. 

Barley writes with a light touch. In so 
doing he has in the past succeeded in reveal- 
ing to us, in ways which a drier academic ap- 
proach does not, how very difficult yet how 
very important it is for us to understand 
quite different ways of life. So that is the plus 
side for the plain reader. 

If the confusion of the imagery is forgiva- 
ble, there are two minus sides. One is that 
Barley panders to that very moyen- 
bourgeois distaste for intellectual effort 
which has characterised the ascent of the 
yuppie and the vogue for travel writing. 
Academic study of societies is at the mo- 
ment in rather bad odour. When it comes to 
Third World countries especially, it takes 
courage for an English writer to defy the 
fashion for treating them as literary travel 
destinations. In that sense the book under 
review, Barley’s third, represents yet one 
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more step away from the tarter, better ob- 
served, more demanding Innocent An- 
thropologist which was his first offering. 

The second minus side is that Barley's 
pandering to this distaste for mental applica- 
tion has turned him from a sceptical an- 
thropologist into just one more sceptical 
traveller. In Innocent Anthropologist one inci- 
dentally learned something about an- 
thropological fieldwork and the Fulani of 
West Africa. In Not a Hazardous Sport one 
learns little about the Torajans save that they 
are nice people, their children don't have 
pointed ears, and they live in the highlands 
of south Sulawesi in Indonesia. This may be 
no bad thing. Good travel writers are always 
a pleasing find. But Barley has a way to go 
before, qua travel writer, he rivals Patrick 
Leigh Fermor, Wilfred Thesiger or Freya 
Stark. 

In the first sentence of the book it is an- 
thropology, we are told, which is not a 
hazardous sport. The first chapter is virtu- 
ally the last anthropology seems to have had 
to do with the narrative. The tale starts with 
Barley seated alone in his office, jaded and ill 
at ease. This he tells us is an occupational 
disease of anthropologists. It leads him to 
head for Sulawesi because the children 
there, he was told, have pointed ears. 
They don't, but from the photographs 
in the book we can see that perhaps it 
was the Torajan rice barns Barley's infor- 
mant meant. For the conclusion of the book 
reveals what the whole narrative has been 
about. It is a tale of how a Torajan rice barn 
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powerful people in ‘the country, the actors Wi 
good copy but in doing so she misses much — 
of the vibrancy and opportunities in pre- 


rather than the victims. This 


sent-day Pakistani politics. 


Given a go at democracy, the people — 
have constantly voted out of office their — 
powerful landlords, mullahs and tribal el- 
ders. Drawing room politics and backroom 
deals remain the linchpin of Pakistan's poli- ` 
tical future, but Duncan lingers there too . 
long. What is happening in the streets — 
today, especially among the powerful new _ 
classes, like the traders who emerged dur- __ 
ing the era of late president Zia-ul Haq, is 
equally important and fascinating. She gives 
no coherent account of how the country/sal- 
ready immense problems were exasperated 
during the Zia era, nor what Benazir Bhutto- ut 


faces today. 


Pakistan's continuing social contradic. < 
tions and political precariousness will re- .- 


main a writer's dream canvas — a canvas ` 


confused enough to allow any combination 


of words and colour. Duncan has painted . 


her picture with skill, but parts of the canvas _ 
m Ahmed Rashid — 


remain uncovered. 


comes to have been built by Torajan S 
craftsmen in London's Museum of Man- . 


kind. As a tale it is prettily told, and whiles - 


away the idle hour. 


But Barkey has greater pretensions | 
than those of amusing us with the usually 


hidden interstices 


of anthropological 


fieldwork. In his Preface he lambasts . 
academic anthropological monographs às - 
condescending artifice. Academic mono- . 
graphs, Barley intones, misleadingly pre- 
sent an alien society in perfect and intelligi- 
ble order. Given that Barley's audience is 
unlikely to number many professional social : 
scientists, most readers will have absolutely | 
no means of judging whether he is right. In- 
stead they will have their ruder prejudices 


tickled. 


Patting himself on the back Barley writes: 


"This is not such a monograph. It deals with 
first attempts to get to grips with a ‘new’. 
people — indeed a whole ‘new continent. It 
documents false trails and linguistic incom- 
petences, refuted preconceptions and the . 
deceptions practised by self and others. . 
Above all, it trades not in generalisations, 
but encounters with individuals.” Well if E 
academic anthropologists are far gone in E 


Olympian self-deception, so is Barley. 


This is no soul-baring document to place 
alongside the revealing diary Malinowksi _ 
kept while doing fieldwork in the Trobriand _ 
Islands. It is a lightweight, occasionally di 
amusing, travelogue. Barley’s experience 
of Indonesia and the Indonesians is about - 
as unfamiliar as most people's getting -` 
to grips with the check-out clerk in a new © 
supermarket. Reading the book is notan in- 


tellectually hazardous sport. 


a Stephen Davies - 





ECONOMIC RELATIONS 


— Washington steps up pressure for dismantling of trade barriers 
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EMAEMA AA Ao EAA AAA NAAN SAA DA AAAA AAAA A AAAA AA A e A VAA A E AA A A ESA PAA A PR 


apan and East Asia's newly indus- 
trialised countries are bracing them- 
selves for another bruising round in 
is their battle with the US over trade bar- 
t riers. On 30 May, they face the embarrassing 
.. and potentially costly fate of being branded 
^ by Washington as countries which persis- 
-. tently block free entry of American goods. 
. Under a provision of the US Omnibus 
<. Trade and Competitiveness Act of 1988, 
-. known as Super 301, the US Trade Repre- 
= sentative (USTR) is required by congress to 
:. draw up a list of countries which have 
= erected systematic barriers to US exporters. 
< The listed countries, which may include 
~ South Korea, Taiwan and Japan, could then 
-. face the threat of retaliation unless the bar- 
-riers are dismantled. 
-C But opinions differ widely as to the impli- 
. cations of Super 301. Some insist that its bark 
- is worse than its bite, while it has filled 
< Others — particularly those most likely to be 
. affected — with alarm. 
. . South Korea has reacted most strongly, 
. sending a stream of high-level officials to 
> Washington in a bid to sway congress. 
.. Taiwan, on the other hand, has adopted a 
- relaxed wait-and-see approach. In Tokyo, 
< the issue has provoked diverse reactions. 
-. Some resent what they see as an unjust at- 
. tempt by the US to blame others for its lack 
. ofcompetitiveness. Others see it as a chance 
" to overhaul US-Japanese trade relations. 
The 30 May report will identify the major 
.. trade barriers facing US companies and list 
. the countries with the worst market-distort- 
< ing practices. Mandatory investigations will 
.. be launched against each identified barrier 
-. and unfair trade practice by 20 June at the 
= latest. Simultaneously, the USTR will open 





. talks on the removal of those barriers. If 


- agreement is reached within three years the 
- investigation will be dropped. 
is If negotiations do not succeed, sanctions 
. will be applied. Retaliation may include US 
. suspension of trade concessions, imposition 
- of duties or other restrictions on imports, 
. and pursuit of binding agreements with the 
. offending country in order to eliminate or 
. compensate for unfair trade practices. 
The implications for trade policy and 
. trade relations could be far-reaching. As one 
. of its authors, Sen. John Danforth, put it, 
- Super 301 is designed to be "broad, long 
- range. 


: . the opposite of poraa and ad 
. hoc negotiations," 
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Super 301, a response to mounting con- 
gressional frustration at Washington's fail- 
ure to curb a growing trade deficit, sets a 
timetable for negotiations in order to pre- 
vent the US administration from dragging 
its feet in difficult trade disputes. 

But in fact the timetable is not as tight as 
in the original provision. It allows three 
years for negotiations, compared with 18 
months in Section 301 of the 1974 Trade Act. 
In addition, the report detailing progress in 
negotiations, which, under the terms of 
Super 301, the administration will have to 
submit to congress each year, is not likely to 
put it under much pressure. As one critic 
says: "Progress is easy — the reality of it is 
that unless a country flatly says we are not 
going to talk, all you have to do is to come up 
with some fig leaf." 

Indeed, despite Super 301's dangerous- 
sounding provisions, there is some doubt 
that it will prove much more effective than 
the original legislation. "Compared with the 
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regular 301," says trade analyst Paul Ryberg, 
"Super 301 has some teeth — but no fangs." 

But even if Super 301 does not erect 
strong barriers to the US market, as many 
Asian countries fear, the sheer political and 
psychological pressure of being listed 
may force countries to be more accom- 
modating. 

Ryberg believes that what bite Super 301 
does have will come from continuous con- 
gressional pressure to penalise countries 
erecting barriers to free trade. While the in- 
vestigations into unfair trading cases may 
drag on, congress will be baying for action. 
The controversy surrounding Japan-US de- 
velopment of the FSX fighter aircraft is an in- 
dication of what might be in store. Tremend- 
ous congressional pressure forced the ad- 
ministration to reopen talks on a deal which 
it had almost signed and sealed. 

. There is intense speculation as to which 
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countries will be on the Super 301 hit list. 
The most likely candidates are Japan, South 
Korea, Taiwan, India and Brazil. There is 
strong pressure from congress to include 
Japan. Danforth says he will be “startled and 
very disturbed if Japan is not on the list for 
any reason . . . Super 301 was clearly written 
with Japan in mind . . . and intended to 
apply a long-range consistent effort to open 
markets in Japan." 

The question of whether to put Japan on 
the list is deeply controversial within the ad- 
ministration. Inclusion could antagonise 
Japan, and a Japanese refusal to buy US 
Treasury bonds would have serious eco- 
nomic consequences. But the price of leav- 
ing out Japan, while targeting Seoul, for 
instance, would be increased  anti- 
Americanism in South Korea. 


Nigel Holloway writes from Tokyo: Japan 
is steeling itself against its possible appear- 
ance on the hit-list. When the trade bill was 
passed last year, one of the Foreign Minis- 
trys most senior officials told the REVIEW 
that Super 301 was "a formidable weapon 
for protectionism if used improperly and 
could trigger an awful disturbance in world 
trade. The USTR could hit Japan with a whole 
list of complaints." 

Japan accounted for 44% of the US’ 
global trade deficit of US$137 billion last year 
and there is no sign of it falling in 1989. 
Hirohiko Okumura, chief economist of 
Nomura Research Institute, thinks future 
US pressure is likely to focus on specific sec- 
tors. 

Tokyo trade officials divide into doves 
and hawks about the appropriate response 
to make. The hawks believe that the US’ 
problems are basically of its own making, 
and there is little Japan can do about them. 
They challenge the US to specify cases 
where its goods are unfairly excluded from 
Japan. 

The doves, on the other hand, believe 
the US remains the linchpin of the global 
trade system. Japan must therefore try to 
placate congress — though they admit to 
being at a loss as to how to do this. Doves 
and hawks both want to scrap the traditional 
product-by-product negotiations and opt in- 
stead for a broader approach on commerce 
between the two countries. But with little 
sign of the US adopting this idea, Japan is 
working on an alternative policy of “contain- 
ment.” 

First, it is trying to promote the current 





Uruguay Round of Gatt talks in order to 
bind the US more firmly to the agreement's 
principles of non-discriminatory trade. Sec- 
ond, it is seeking to boost Asia-Pacific coop- 
eration. 


Mark Clifford writes from Seoul: South 
Korea has despatched senior officials to 
Washington in an orchestrated campaign of 
personal lobbying designed to keep South 
Korea off the Super 301 list. In addition, re- 
forms aimed at heading off the threat were 
announced on 10 April, with markets for 243 
foreign agricultural and fisheries products 
being opened by the end of 1991. 

But it is still likely to be an uphill struggle, 
given the mutual mistrust. South Korea was 
singled out by the US in February as a prior- 
ity target in telecommunications. A US ver- 
dict will also be reached within the next 
two months on South Korea’s record on in- 
tellectual property rights and overall trade 
issues. 

The list of recent visitors to Washington 
already includes two assistant ministers, 
and the Minister of Trade and Industry Han 
Seung Soo plans to visit this month. Deputy 
Prime Minister for Economic Affairs Cho 
Soon is reportedly considering a lobbying 
trip to Washington in May. 

South Korean officials say the country’s 
political climate could make increased US 
trade pressure counter-productive. “Anti- 
Americanism is a growing trend in this 





US-Japan trade negotiations. 


country. We have to try to persuade the 
public that the market opening is not be- 
cause of US pressure but because our econ- 
omy needs more competition,” says Kim 
Byong Kyun, director-general of the Eco- 
nomic Planning Board’s international policy 
coordination office. 

Certainly, progress is being made. In ad- 
dition to the 10 April agricultural package, 
South Korea has just promised to change 39 
laws which affect trade — but this requires 
national assembly approval and opposition 
legislators may resist. Government officials 
also say they are now serious about enforc- 
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Gatt talks break stalemate on farm subsidies 


Face-saving fudge 


By Frances Williams in Geneva 


he mid-term review of the Uruguay 
| Round of trade liberalisation talks fi- 


nally struggled to an apparently suc- 
cessful conclusion in Geneva on 8 April, 
after more than a week of intense negotia- 
tion on the four issues not resolved by De- 
cember's meeting in Montreal (REVIEW, 22 
Dec. '88). 

But the compromises reached do little to 
suggest that the issues upon which the 
Montreal talks foundered have been resol- 
ved. Rather, some of the deals seek to dis- 
guise fundamental disagreements by vague 
drafting and careful omission. The negotia- 
tions from here on until the end of next year 
are bound to be difficult. 

Asit was, wrangling over textiles, caused 
by last-minute demands from the EC, de- 
layed the review's end by a day, but a deal 
was finally sealed, as were deals on agricul- 
ture, intellectual property and on the 
safeguard rules against disruptive import 
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surges. This in turn paved the way for the 
formal adoption of the 11 accords negotiated 
at Montreal, but stalled by that meeting's 
overall stalemate. 

Trade negotiators were relieved by the 
meeting’s success. They had warned that 
failure to reach agreement could jeopardise 
the entire Uruguay Round, threaten the fu- 
ture of Gatt, and reinforce protectionist pres- 
sures, especially in the US. 

Three of the 15 agreements will be put 
into effect immediately: on strengthened 
disputes settlement procedures; regular sur- 
veillance by Gatt of countries' trade policies 
(starting this year with the US); and cuts in 
tariffs and other barriers to tropical products 
from the Third World. 

The other accords set out objectives and 
procedures for the remaining 20 months of 
negotiations among 105 countries. They 
have been fought over almost as bitterly as if 
they were the final outcome. The price of 
agreement on the four issues resolved has 
been a watering down of negotiating com- 
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ing existing laws on intellectual property. 

US negotiators give South Korea high 
marks for implementing a number of agree- 
ments, from allowing insurance joint ven- 
tures to improving distribution of US 
cigarettes. And they also acknowledge 
South Korea has been good at providing in- 
formation. But the US nevertheless believes 
that Seoul's trade stance is still stuck in the 
mid-19th century. 


Jonathan Moore writes from Taipei: Taiwan 
trade officials remain phlegmatic about the 
prospect of appearing on the list. Taiwan 
has not launched any extensive lobbying ef- 
fort and is not planning to do so. 

"[Trade practices are] a matter of dollars 
and cents, not public relations," said a Board 
of Foreign Trade official. "We've got to 
evaluate the situation and try to change it, 
hopefully by using a timetable. We've al- 
ready had successes with market openings, 
but it's a continuous process." 

Trade officials say they are studying in- 
dustry petitions made to USTR and will re- 
spond to them issue by issue. Taiwan has 
been named in eight categories so far, in- 
cluding film copyright infringement, grape- 
fruit exports, car parts, chocolate, rice, and 
horticultural exports. 

Taiwan trade officials point to past suc- 
cess in lifting trade barriers, but say they are 
keeping an open mind about whether they 
still need to change some practices. m 


mitments, notably on the central issue of ag- 
riculture. 

In the face of implacable opposition from 
the EC, the US abandoned its insistence on a 
pledge to eliminate all trade-distorting farm 
supports and settle for “substantial progres- 
sive reductions” over a yet-to-be agreed 
timeframe. US officials, and countries be- 
longing to the 14-member Cairns Group of 
agricultural exporters, say elimination re- 
mains their ultimate goal, but according to 
Guy Legras, the EC Commission’s director- 
general for agriculture “the chapter is 
closed.” 

Controversial issues such as the EC’s de- 
mand to be allowed to “rebalance” protec- 
tion by raising tariffs in some areas, but 
with an overall reduction, have been 
shelved by inviting countries to come up 
with negotiating proposals before the end of 
the year. There is a vague reference for the 
negotiations to take into account “non-eco- 
nomic concerns such as food security” — a 
gesture designed to soothe Japanese sen- 
sibilities. 

The short-term commitments on agricul- 
ture are also weak. Countries undertake not 
to exceed or extend current levels of export 
subsidies and other forms of farm protec- 
tion, but are not bound to do anything speci- 
fic. This has been dubbed a “slushy freeze.” 
Similarly there is only a statement of good 
intent on reducing farm support next year, 
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in contrast to earlier demands by the Cairns 
Group for agreement on specific cuts. EC of- 
ficials say their own reform plans for agricul- 
ture, which has already succeeded in cutting 
production and stocks, means it has gone 
further than the agreement requires. 

However, spokesmen for the US and the 
Cairns Group claimed to be happy with the 
result. The deal “will enable the US 
genuinely to reform the international trade 
system in agriculture,” said Warren Lavorel, 
head of the US delegation. Alan Oxley, Aus- 
tralia’s ambassador to Gatt, which chairs the 
Cairns Group, said the accord was the first 
clear commitment by all countries to cut 
farm protection. 

Officials pointed out that all forms of pro- 
tection were covered, including export sub- 
sidies, import restrictions and internal price 
supports. Thus the EC’s common agricul- 
tural policy, US import quotas and export 
subsidies, and Japan's heavily protected rice 
market are all on the negotiating table. 

On protection of intellectual property, 
there is agreement to negotiate a deal on 
standards and principles, enforcement and 
disputes settlement, designed to outlaw pi- 
racy. Which body will administer the final 
accord — a central bone of contention — will 
now not be decided until the end of the 
round. Although the West would have pre- 
ferred negotiations to come under the Gatt 
banner, the deal nevertheless represents a 
significant concession by those developing 
countries which, led by India and Brazil, 
had resisted wide-ranging talks about intel- 
lectual property. 


n textiles — a key issue for develop- 
() ing countries — the accord commits 

participants to negotiate an end to 
the Multi-Fibre Arrangement (MFA) by the 
end of next year, and to begin its phase-out 
in 1991. However, no timeframe for dis- 
mantling the MFA is specified, and European 
industry sources say they fully expect a new 
MFA to be negotiated when the present ar- 
rangement expires in 1991. 

The hitch in negotiations came when 
Italy and Portugal, both important textile 
and clothing producers, demanded a com- 
mitment by the more advanced developing 
countries to open their markets as a condi- 
tion of agreeing to free trade in textiles. Their 
intervention was finally taken care of by re- 
quiring “all” participants, exporters and im- 
porters, to try to “improve the trade situa- 
tion.” 

The deal on safeguard measures does 
not resolve the crucial issues, notably the 
question of whether safeguard action can be 
selective in singling out particular countries, 
as the EC wants. However, the agreement 
does stress the need to eliminate or bring 
under multilateral control “grey area” mea- 
sures such as voluntary export restraints 
and orderly marketing arrangements which 
are designed to circumvent Gatt fair trade 
rules. x 
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Thadand’s CP group on the move in Southeast Asta 





By Jonathan Friedland in Hongkong 


uring the past 18 months, Thai ag- 
D ribusiness giant the Charoen Pok- 

phand (CP) group appears to have 
set no less a course than to become the 
Mitsubishi of Southeast Asia. 

With projects on the drawing board 
ranging from prawn farms on China's 
Hainan island to a multi-billion baht pet- 
rochemicals plant on Thailand’s eastern sea- 
board, from a Shanghai brewery to a 
Bangkok-based convenience store chain, 
the US$2.4 billion turnover group is diver- 
sifying with startling speed and ambition. 

Market analysts, who have generally 
viewed the CP group positively since it 
began listing a handful of its 200 companies 
in 1984, are now wondering whether the still 
closely held family business has the man- 
agement depth or the financial capability to 
move with such alacrity. With CP increas- 
ingly reliant on equity markets both to bring 
down gearing and to raise more cash for its 
expansion, these fears — if left untended — 
could become a liability. 

“The CP group right now is facing the 
same sort of dilemma as the Chinese Gov- 
ernment; everything ıs happening so fast 
that you get the impression things could 
spin out of control,” says one Hongkong 
broker. “It might not be a bad 
idea for them to sit back a mi- 
nute and take a rest.” 

Group officials deny that 
their broad-based diversifica- 
tion will contain the seeds of 
future difficulty. “Our in- 
vestment programme is well 
within our financia! limits 
and capabilities,” says Hong- 
kong-based executive vice- 
president Tony Asvaintra. 

As evidence of a bright fu- 
ture, Asvaintra and other CP 
executives point first to CP’s 
60-year reputation for good 
results in Thailand. 

From its humble begin- 
nings as a seed company 
owned by a pair of Chinese emigrants from 
Shantou, the group has been both innova- 
tive in agricultural techniques and prodigal 
in spending. CP now claims to be the world's 
fifth-largest producer of animal feed and 
owns an array of integrated agri-industrial 
concerns. 

Over the past two decades, CP expanded 
aggressively into meat production. This, 
along with the booming animal feed busi- 
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Dhanin: restructuring. 





ness, has helped the group to double turn 
over in the past five years. CP now employ: 
some 15,000 workers and more than 100,00 
contract farmers. Its presence in 11 countrie: 
makes it Thailand's only major multina 
tional industrial firm. 

Another positive harbinger for the suc 
cess of the planned projects, which collec 
tively will cost well more than US$3 billion 
is CP’s strategy of taking on partners in area: 
it has little expertise, say company officials. 

Alliances with foreign firms have been 
integral to CP’s growth; an 18-year partner- 
ship with US-based breeder Arbor Acres has 
allowed CP to dominate the Thai chicken 
market. Cooperation with US agricultural 
firms such as De Kalb has given the group e 
research and development edge unmatched 
in Southeast Asia. 

Partners signed up for either new or 
existing projects in China — the major focus 
of diversification — include Honda, Heine- 
ken, Kentucky Fried Chicken and Continen- 
tal Grain. In Thailand, Belgian chemical 
group Solvay, Dutch retailer Makro, Japan's 
Meiji group and the US 7-Eleven conveni- 
ence store chain have been enlisted in the di- 
versification push. 

"The CP concept is that when we enter 
into a new business, we try and bring in 
those already successful in that business," 
explains CP group presi- 
dent Dhanin Chearavanont. 
"This is allowing us to ex- 
pand rapidly." C's ability to 
get things done in China, 
where it has had production 
facilities since 1979, has 
helped expansion, said As- 
vaintra. “Everyone wants us 
as a partner,” he said. “We 
see more project proposals 


than we can possibly 
handle.” 
Group officials also like to 


point to the growing rev- 
enues and average 8% after- 
tax profit margins of the few 
CP companies which face 
public disclosure. The most 
recent CP unit to report earnings, the Hong- 
kong-listed CP Pokphand (CPP), on 3 April 
posted a net after-tax profit of HK$131 mil- 
lion (US$16.79 million). This far exceeded 
forecasts for its first year and allowed for 
both a dividend and a modest bonus issue. 
The overall state of group finances 
must be taken on trust. Executives say that 
overall CP is conservatively geared and has 
good operational cash flow to back expan- 
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‘investments announced by the CP Group 
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sion. They deny that profits could be 
siphoned out of the public firms through 
transfer pricing with various private trading 
companies. 

Indeed, says Dhanin, the main chal- 
lenges faced by CP are neither operational 
nor financial. "Because we originated as a 
private group, we never had to speak very 
much," Dhanin told the REVIEW. "Right 
now we are in the process of restructuring 
our companies into operational divisions. 
We hope that in the future, our business 
strategy will be much clearer to the public 
and to investors." 

Over the past several months, Dhanin 
has grouped CP companies under eight new 
divisions, each of which will be run by a 
separate group of executives. They are 
agribusiness, property, petrochemicals, 
wholesale and retail marketing, interna- 
tional trading, industry, aquaculture and 
seeds and fertiliser. Ideally, says CP control- 
ler Veeravat Kanchanadul, each division 
will become a separately listed holding com- 

any. 

à Standing in the way of such a logical out- 
come, however, are Thailand's tax laws 
which do not differentiate between holding 
and operating companies. This eccentricity 
has already driven CP to list separately four 
companies in Thailand, all of which are en- 
gaged in some aspect of the group's core 
agribusinesses. 

The complexity of cP holdings does not 
become any simpler offshore. CP has two 
public Hongkong companies, CPP, which 
mainly holds agriculture and transport in- 
vestments in China, and Chia Tai, a recently 
purchased investment holding company 
which has few assets. There is also Charoen 
Pokphand (Taiwan), a feedmill owner 
which is traded on the Taipei bourse. 

Many of these companies hold stakes in 
one another as well as minority holdings in 
private CP joint ventures such as the Thai re- 
tail ventures in association with Makro and 
7-Eleven. According to Dhanin, only those 
CP private companies with a proven record 
and strong potential for growth are injected 
into the publidy listed firms. The Cheara- 
vanont family, which controls about 70% of 
each of the public firms, has pledged that 
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the injections will not dilute the earnings per 
share of the listed CP companies, say brok- 
ers. 

In May, the group plans a Hongkong list- 
ing for its joint venture with Continental 
Grain in China’s Guangdong province, 
Conti Chia Tai International. Also pending 
is an application before the Stock Exchange 
of Thailand for CP Tower, owner of the 
groups 30-storey headquarters on 
Bangkok's Silom Road. 


he apparent distortions in organisa- 

tional structure that have come about 

in the race to expand have already 
cost the group some credibility at home. 
Few Bangkok brokers are willing to recom- 
mend the four listed CP companies, as any- 
thing more than a speculative buy. 

While few have complaints about the 
fundamental performance of the public 
companies — they say they find CP hard to 
understand. “We don’t steer our clients to 
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CP shares because the company is difficult to" 
| pin down,” said William Daniel, an invest- 
ment analyst at Barings Research : 
Bangkok. Adds Les Nicholls of First Pacific 
Securities (Thailand): "I have problems re- 
commending them because you never 
know what is going to come next.” Ms 

The confusion caused by CF's intricate 
structure is starting to have an impact in © 
Hongkong as well. CPP was sold to institu- — 


tional investors as "a China play with a m 


strong agricultural component," according — 
to Standard Chartered Asia director David ` 
Stileman. ET 

That definition, somewhat suspect be- 
cause of CPr’s 50% holding in a Shanghai = 
motorcycle factory, became even harder for . 
investors to grapple with in April when CPP ` 
announced that it was planning to acquire ~ 
for HK$67.2 million, two feedmill projects in 
Turkey. “Investors might ask what are you. 


doing with a Turkish investment in your 38 
Hongkong flagship?" said Alison Lutz, an. 


analyst at Barclays de Zoete Wedd in Hong- 
kong. 

Further, the source of CPP's huge first- 
year earnings are also causing some discom- 
fort. More than half the company's 1988 pro- 
fits were derived from comnussions on trad- 
ing, the sale of shares in other CP companies 
and interest income earned from over- 
subscriptions to the share issue. : 

The public relations problem faced by the. 
group can only get worse before it gets bet- 
ter. Executives have difficulty explaining 
which of the public companies will take 
shares in which of the new projects. They ` 
are also hazy when asked about the even- . _ 
tual financial burden that CP — or its public _ 
shareholders — will be asked to bear. " 





COMPANIES 2 


Group venture proves a success in China 


Against the grain 


By Ellen Salem in Canton 
he part CP-owned Conti Chia Tai In- 
ternational Holdings (ccr) has 


proved that it is possible to run 
successfully wholly owned ventures in 
China and take profits home in foreign ex- 
change. 

Set up in 1979, the 50:50 joint venture be- 
tween the US-based Continental Grain Co. 
and Chia Tai Investment Co., a Hong- 
kong-based part of the CP group, runs sev- 
eral agribusiness operations in Guangdong 
province. It is soon to be listed on the Hong- 
kong Stock Exchange. 

Were it not for China's current austerity 
programme, CCTI's track record and method 
of operations would seem to assure a con- 
tinued high rate of return. In 1988, the re- 
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turn on equity was more than 40%. Net 
sales of CCTs subsidiaries and affiliated 
companies have grown from HK$106 mil- 
lion (US$13.59 million) in 1983, the first full 
year of operation, to HK$840 million last 
year. 

The strength of the company's China op- 
erations is its vertical integration of agribusi- 
ness, from feedgrain to poultry and stock 
raising, through to packaging and market- — 
ing. = 
This strategy is designed to take advan- ` 
tage of the multiplier effect in integrated ag- 
ribusiness. For example, every animal that 
the company replaces by a more efficient - 
animal from its breed stock leads toa two-to- 
three-fold expansion of demand for the 
specialised feed needed to get the best re- 
sults from that superior animal. CCTI pro- 
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.. Vides the animals, the feed and the market 
 — and ultimately, even the port facilities in 
` Guangdong. 

| (A letter of intent was signed in 1988 with 
. the China Merchant Shekou Industrial Zone 
. to develop an agricultural processing com- 
plex in the zone's port which will include a 
. high speed bulk grain elevator, as well as 
_ plants to process soybean meal and edible 
. oils and mill corn and wheat.) 

. . CCrcurrently brings its grain from north 
. China, but the Shekou port project indicates 
that over the long term, grain will also come 
: from overseas. This will enable the company 
_ to provide the inputs for the expanding mar- 
_ ket niche it has established for itself, primar- 
- ily through its wholly owned subsidiaries in 
. China. 


a Existing wholly owned operations in 
.... China comprise Chin Tai Conti Shenzhen in 


a the Shenzhen Special Economic Zone (SEZ), 
_ which operates a feedmill and poultry 


~ breeder farm and hatchery; a feedmill in the 





Shantou SEZ, and another 





feedmill is being 
built in the Zhuhai SEZ. 

The company’s single joint venture is the 
Guang Tai Animal Husbandry Co. in Can- 
ton, a 50:50 US$4 million venture with the 
Guangdong Provincial Animal Husbandry 
Development Corp. It runs a feedmill in 
Canton, a swine-breeder farm in Shenzhen 
and pig raising in Shantou for export to 
Hongkong. 

CCTI has ambitious plans to triple the 
capacity of its feedmills — from 34,000 to 
110,000 tonnes a month — over the next 
three years, as well as substantially raise 
swine and day-old chick production. 

Provided a company has a management 
able to operate in the Chinese environment 
— that means most executives must be 
Chinese — wholly owned operations allow 
more management flexibility and speed in 
decision-making than do joint ventures. In- 
deed, this flexibility and ability to respond 
quickly to changes in the market are crucial 





IN DUSTRY 


b Manila s car industry ambitions have led to high prices 





The car c 
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= dustry has moved into high gear to 
:> meet increased domestic demand generated 
. by the country’s recent economic gains. 
_ Board of Investments (Bol) officials say the 
. three local car companies will churn out 
.. 30,000 units by the end of 1989, nearly triple 
last year's figure and six times 1987 output. 
Yet the continuing high cost of these cars 
— from  P265,000 to P1.3 million 
> (US$12,412-60,859) — has led members of 
_ the Philippine legislature and the World 
^. Bank to call for import liberalisation, which 


© could send the industry into a tailspin. If the 


— government fails to protect the domestic 
. companies’ market, industry sources say 
. they will be forced to abort investment plans 
-. necessary for greater economies of scale. Al- 


< ready, an impending flood of second-hand 


| imports and a steady influx of smuggled 
. vehicles threaten to undercut their position. 
-. The debate centres on the viability of the 
= Bors car development programme, which 
. has been designed to conserve foreign ex- 
. change, generate employment and spur in- 
. dustrialisation. Under the programme, ap- 
. proved by President Corazon Aquino in De- 
. cember 1987, the government designated 
;. three companies — the Philippine Automo- 
- tive Manufacturing Corp., Toyota Motors 
. Philippine Corp., and Pilipinas Nissan — to 
. import kits from Japan and assemble them 
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locally, gradually substituting Japanese- 
made parts with those manufactured in the 
Philippines. Last year, local components ac- 
counted for 32.6% of each car. The goal is 
40% by 1990. 

The Aquino project resembles the Mar- 
cos-era Progressive Car Manufacturing Pro- 
gramme, which began in the early 1970s. By 
1986, three of the five companies involved in 
the Marcos scheme had gone out of busi- 
ness; the remaining two had suffered heavy 
losses. Today, the Philippine car industry re- 
mains at the bottom of the Asean heap, and 
critics argue that it does not deserve a sec- 
ond chance. “It is a cartel,” says Philippine 
congressman Oscar Orbos. “There is no 
competition in terms of price and quality.” 

A confidential World Bank memoran- 
dum obtained by the REVIEW contains simi- 
lar objections. "It is doubtful that the par- 
ticipating firms are able to operate optimal 
sizes of plants, given the small size of the 
existing market," says the memorandum. 
"Moreover, by restricting the entry to these 
firms, new and possibly more efficient firms 
may be excluded." 

Bol has pinned its hopes on a new re- 
quirement that assemblers earn at least 5096 
of their own foreign-exchange needs — a 
move which should encourage export- 
oriented manufacturing. This year, for 
example, Pilipinas Nissan will establish 
three foreign-exchange earning factories in 
joint ventures with the Japanese. 

In theory, rising exports should lead to 
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A part of its foreign-exchange earnin; 
come from sales of about HK$10 million 
month to Hongkong. But the lion's share 
foreign-exchange earnings is from custor 
ers in China, such as China Nation 
Foodstuffs, which routinely pays in forei; 
exchange. Other customers also choose 
pay in foreign exchange rather than renmi: 
bi because the dual-price structure in Chir 
makes it cheaper to buy with foreign e 
change. If need be, this allows CCT! to gene 
ate 70-80% of its sales on foreign exchange. 

This pricing policy is facilitated by tk 
company’s practice of keeping its books on 
monthly market rate basis. This practice, sa 
company officials, enables it to monitor can 
fully real margins and to make sound dec 
sions on pricing and purchasing. To prote 
itself against the possibility of a devaluatior 
the company maintains a short renminl 
position on its Hongkong dollar balanc 
sheets. | 


cheaper local components and an accelei 
ated rate of parts substitution, thus produ 
ing more affordable cars for Filipinos. 

But the World Bank glumly notes the 
the new requirement ^is encouraging th 
firms to enter export activities in which the 
may have no comparative advantage. 

To head off import liberalisation, the Bc 
has also proposed slashing taxes and duties 
which account for roughly a third of th 
price of locally assembled vehicles. If con 
gress approves the cuts, consumers stand t 
save an average of P90,000 a car. However 
the government stands to lose some P1. 
billion a year. 

“Accelerated economic improvemen 
would make up for any revenue loss,” ar 
gues Henry Moran, president of the Philip 
pine Automotive Federation, an industry 
group. Moran predicts that the cuts woulc 
trigger a 100% rise in demand and create ar 
additional 30,000 jobs. Currently, the indus- 
try employs about 45,000 workers. 

But tooling up to accommodate this addi- 
tional demand would require a massive in- 
flux of fresh capital. "We in the industry are 
willing to take the next step, but we need the 
assurance that the markets will be there,’ 
says Moran. 

At the moment, domestic car assemblers 
cannot even count on the government mar- 
ket. Government offices have recently come 
under fire for favouring imported vehicles. 
In the hope of "democratising car owner- 
ship," Orbos filed a bill to broaden imports 
by allowing residents overseas to send their 
relatives second-hand cars. In late February, 
the Department of Trade and Industry fi- 
nally agreed to the move. 

Trade and industry officials also recently 
bowed to the demand for taxi operators 
to import vehicles, acknowledging that 
domestic assemblers do not have the capa- 
city to replace Manila's dilapidated fleet. m 
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COMMODITIES 


Rubber buffer stock sales yield huge profits 


The pact pays off 


By Nick Seaward in Kuala Lumpur 


he natural rubber markets received a 

| pyschological boost on 7 April with 

the announcement by the Interna- 

tional Natural Rubber Organisation (Inro) of 

an 876 increase in its reference price for the 
commodity. 

In the communique issued in Kuala 
Lumpur, Inro said that prices would now be 
defended at the 174 Malaysian-Singaporean 
cents a kg level (the average of the two cur- 
rencies is used for buffer stock purposes), 
compared with 161 M/S cents before. 

It was also announced that the position 
of executive director of Inro — traditionally 
the preserve of the producing countries — 
would be shared by Thailand's Pong Sono 
and Malaysia's Datuk Wong Kum Choon. 
Sono will serve for the first three years of the 
new International Natural Rubber Agree- 
ment (Inra II), which Inro administers, while 
Wong will serve for the last two. The former 
deputy executive director, West Germany's 
Jurgen Knote, and the buffer stock man- 
ager, Aldo Hofmeister, were both reap- 
pointed. 

The reference price increase came at the 
end of a lengthy council meeting in Kuala 
Lumpur — the first to be held under the au- 
spices of Inra II. The increase is largely sym- 
bolic, however, as the buffer stock is now 
virtually gone, making the "must sell" 
upper intervention price meaningless. 

Meanwhile, prices are expected to re- 
main above the new "must buy" level for 
most of the new agreement, making it un- 
likely that the buffer will ever be built up 
again to its former level of 360,000 tonnes. 

Hofmeister must now buy rubber if the 
price dips below 174 M/S cents a kg, and sell 
if it goes above 262 M/S cents. The current 
Inro daily market indicator price is hovering 
around 230 M/S cents a kg. 

What was supposed to have been a short 
and valedictory final meeting of the old 
agreement went on three days longer than 
expected. The first meeting under Inra II fi- 
nally got under way on 3 April, nearly a 
week later than hoped. At one stage, Inro of- 
ficials became worried that the main items 
on the agenda would not be completed be- 
fore the meeting had to come to an end on 7 
April — the start of the Muslim fasting 
month of Ramadan. 

The length of the meeting was not due to 
disagreement over the new price. Indeed, 
Article 31 of Inra II made the increase au- 
tomatic, as Inro's average daily market indi- 
cator price had been above the buffer stock's 
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previous “may sell" level of 232 M/S cents a 
kg for a period of more than six months prior 
to the meeting. A further 3% increase was 
instituted because more than 300,000 tonnes 
of buffer stock rubber had been sold into the 
market during Inra I. 

Discussions dragged on for so long be- 
cause of a disagreement among the 32 mem- 
ber countries of Inra I over what to do with 
the proceeds of the sale of the buffer stock. 
While many commodity pacts are collapsing 
due to shortage of money and oversupply of 
the commodity, delegates overseeing the 
transition from Inra I to Inra II became bog- 
ged down for four days over how to dispose 
of Inra I's substantial monetary assets. 

Inra I’s assets were estimated at M$1.02 
billion (US$371 million) at the end of De- 
cember. The buffer stock, which once total- 
led 360,000 tonnes, is now down to a few 
hundred. It has proved to be an immensely 
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I money back before making their mandat. 
ory M$70 million contribution to the new 
agreement. Opposing them were countrie: 
like the US, which wanted to roll over the ac 
counts so they could avoid having to go back 
to their respective legislatures for authorisa- 
tion for the new contribution. Then there 
were the Inra I members who indicated their 
intention to join Inra II but have yet to do so. 

In the end, it seems that judging by the 
communique, the M$835 million readily 
identifiable as belonging to Inra I members 
will now be refunded to countries that re- 
quest it on a case by case basis. This com- 
promise fits in well with the wishes of the 
Inro secretariat, which has become increas- 
ingly unhappy with its unaccustomed role 
of fund manager, instead of buffer stock 
manager. “Handling such a vast amount of 
money is beyond our experience,” a senior 
official told the REVIEW. 

Even if the whole M$835 million is re- 
funded, Inro will be left with substantial as- 
sets to manage, however. The REVIEW un- 
derstands that the secretariat is drawing up 
a policy paper on the best method of manag- 
ing the money, to be presented to the 20th 
Inro council meeting in November. The 
paper is expected to try to lay down more 
flexible guidelines on the placing of the 
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Rubber factory in Malaysia: psychological boost. 


profitable exercise in addition to achieving 
its primary purpose of absorbing surplus 
rubber in the early 1980s and selling into the 
market when supplies began to get tight in 
September 1987. 

Inro officials say that the total asset figure 
is now probably a lot higher as a further 
60,000 tonnes of rubber from the buffer 
stock have since been sold. Out of this total, 
M$835 million was contributed by the mem- 
bers of Inra I, some of whom — in particular 
Czechoslovakia — decided against joining 
Inra II and wanted their money back. The re- 
mainder is profit from the sale of the rubber 
and interest. 

To make matters even more compli- 
cated, some countries — West Germany, 
Denmark and probably Australia — decided 
to join Inra II but said they wanted their Inra 
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money while establishing a less haphazard 
investment policy than at present. 

Under current rules, the secretariat is not 
permitted to place the money on deposit for 
periods longer than three months. It is also 
restricted to accounts denominated in US or 
Singapore dollars, Deutschemarks, sterling, 
yen or ringgit. Most investment decisions 
are taken by non-specialist staff in the sec- 
retariat, advised occasionally by a single 
British bank. 

It is believed that the secretariat will 
suggest the use of other, additional curren- 
cies and the use of longer-term instruments. 
When asked whether equities or com- 
modities would be considered suitable vehi- 
des, an Inro official said probably not, but he 
did not rule out paper which could readily 
be converted into liquid assets. m 
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Danger of overindulgence 


he general euphoria about Asia's 

supposed next newly indus- 

trialised country — Thailand — is 

highly infectious. Indeed, it has 
now reached the country itself, almost as an 
afterthought. Bangkok businessmen and 
politicians are feeling very smug about 
themselves and their economy. 

The current atmosphere, in fact, ap- 
proaches that of a big party, hosted by the 
government of Prime Minister Chatichai 
Choonhavan, a strong believer in sanuk — 
fun, pleasure. And after years of steady pro- 
gress under unsmiling, basically boring 
Prem Tinsulanond, no one wants to spoil a 
party to which nearly everyone has been in- 
vited. 

But the party could turn sour, if it is not 
kept under control. For example, it takes lit- 
tle foresight to see that the curreht uncon- 
trolled condominium development, unhin- 
dered by zoning and city plans, is going to 
make future infrastructure development far 
more expensive, and legally difficult. When 
everyone is making money, it should not be 
too difficult to introduce some restrictions, 
be it in Bangkok or resorts such as Pattaya or 
Phuket which are rapidly being despoiled. 

The biggest threat to the party is that 
politicians are ignoring the technocrats who 
are trying to stop the economy overheating. 
Amid all the sanuk, finance minister Pramual 
Sabhavasu, and the rest of the cabinet by im- 
plication, are busy scanning the pages of 
Keynes, Friedman and Reagan for ways to 
stimulate the economy. 

No one wants to be branded à party- 
pooper, but at 11% GDP growth, with a 
widening current-account deficit, stimula- 
tion is hardly required. "They do not want to 
face hard questions at the moment," says 
one senior civil servant. 

What the technocrats urgently want is a 
restructuring of the financial system in order 
to bridge a large savings gap and prevent 
imported capital from merely stoking infla- 
tion. Already mapped out measures in- 
clude: building a real capital market, where 
private — not just listed — companies can 
issue bonds which compete with govern- 
ment paper; where this long-term paper can 
be traded actively and freely; mandatory 
provident funds; more long-term savings 
instruments, some tradable; further ideas 
for organising true development-industrial 
banks, taking the function away from the 
central bank; and pushing foreign-owned 
100% exporting companies into borrowing 
offshore rather than domestically, as they 
have been. 

However, the first thing needed is freer 
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interest rates. At the moment, Pramual re- 
fuses to lift the ceilings, and the 9.5% lid on 
bank time deposits is still in place while il- 
legal finance operations are rising again. 

Meanwhile, Pramual, in a blatantly poli- 
tical and unnecessary move, cut income 
taxes on 1 January. After that, an exemption 
on the withholding tax for offshore borrow- 
ings was pushed through. Not content with 
the way that will dampen a local savings 
drive by making foreign money cheaper, the 
minister is inviting as many as 10 foreign 
banks to apply for new Bangkok branch li- 
cences — even though they can easily lend 
from local representative offices. 

Finally — where Reaganomics shines in 
all its glory — a Baht 25 billion (US$950.4 mil- 
lion) deficit for the budget from October 
1989 has been proposed. 

The economy is already overheating, ar- 
gues one of the technocrats, Virabongsa 
Ramangkura. Virabongsa, Prem’s chief eco- 
nomic adviser and now at the Thailand De- 
velopment Research Institute — considered 
by politicians to be a group of habitual party- 
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poopers — says the signs are already there, 
though hard to see. 

Inflation is still at 4.4% and the govern- 
ment’s fiscal stance is still deflationary, with 
revenue above expenditure. There was a 
surge of liquidity in the first quarter, proba- 
bly mostly from direct foreign investment, 
that eased the pressure on most interest 
rates. 

Thus the government continues to 
whoop it up, but the problem is still there. 
The country's current-account deficit soared 
last year to Baht 44.5 billion, on a Baht 96 bil- 
lion trade deficit. That equalled a reason- 
able 3.2% of GDP. This year government 
economists have projected a trade deficit of 
Baht 130 billion, translating into a current-ac- 
count deficit of about Baht 80 billion. 

It is true that the bulk of the trade imba- 
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Thailand's savings gap 
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lance is caused by imports of capital goods. 
Somewhere down the road — the latter half 
of the 1990s possibly — those capital good 
imports should pump out the goods that 
will go to make a trade surplus. 

But they still have to be paid for, and it is 
not likely that the present liquidity will be 
sustained. This year's current-account deficit 
will rise to 5% of GDP, even despite 9% eco- 
nomic growth. The ratio will climb above 676 
in 1990-94, rising to more than 7% in the 
worst-case scenario. 

Other factors also point to overheating 
and a liquidity squeeze. Although the gov- 
ernment is ensuring that the private sector 
will pick up a large part of the country's in- 
frastructure bill, it will spend Baht 354 billion 
on these capital projects for the next three 
years. A cap of Baht 30 billion is being kept 
on annual foreign borrowing; the rest must 
be raised domestically. This alone will de- 
mand what one government official said is 
an additional Baht 50 billion on top of exist- 
ing savings levels. 

On top of this is the very strong private 
investment. Some bank estimates put the 
local currency demand for known big pri- 
vate projects coming up this year at as much 
as Baht 200 billion. From January 1988 to Jan- 
uary 1989, bank lending grew 27.6%, up 
from 24% a year earlier. This is slower in the 
overheated year of 1983, when lending shot 
up 34%. But the gap between lending and 
deposit growth is currently larger than that 
year. 

So far, apart from the Finance Ministry's 
stimulation treatment, all government stra- 
tegy has been directed towards equities. 
Measures include floating state enterprises 
on the securities exchange, as planned for 
Thai Airlines International; build-operate- 
transfer projects, as for major highways, 
and direct private investment, as slated for 
power plants. 

And then there has been the ministry's 
approach: to nominate a new lottery-sav- 
ings scheme. Like previous ones, this is cer- 
tain to be a hit — but it will raise about Baht 
1 billion. 

Even a selective lifting of interest rate ceil- 
ings would help, pleads one technocrat. 
That might minimise damage to banks in 
the scramble to keep deposits that would 
follow lifting the cap. 

Atany rate, something needs to be done, 
and there are a large number of government 
economists who, having been ignored by 
politicians, agree with outspoken Vir- 
abongsa: “We need an intelligent and far- 
sighted minister of finance at this point. You 
can quote me on that.” m Paul Handley 
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AVIATION 1 


Qantas is getting fit to be privatised 


Blue skies beckon 
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n air of quiet confidence surrounds 

Australia's state-owned national car- 

rier, Qantas. Despite some serious 
problems over aircraft supply and mainte- 
nance, the airline is flying more routes with 
more passengers and expecting a record 
profit this financial year. 

And thanks to some unexpectedly up- 
beat political developments, airline officials 
are relaxed about signs of tougher times 
ahead in the next few months, due to aircraft 
shortage as well as a 3% worldwide down- 
turn in aircraft load factors, some "softness" 
. on US routes and a slight easing of demand 

from Japan. 

Qantas' upbeat mood can to some extent 
be attributed to the unexpected decision on 
13 March by Prime Minister Bob Hawke to 
put the controversial issue of Qantas privati- 
sation back on his political agenda. Almost 
simultaneously the government bit the bul- 
let and decided to go ahead with a third run- 
way at Sydney's badly congested airport, a 
major Qantas objective for years. 

In addition, as yet undisclosed develop- 
ments lead Qantas executives to be privately 
optimistic about the outcome of the vexed 
question of computerised reservation sys- 
tems (CRS). There are even signs of an end to 

_ the deadlock with Hongkong-based Cathay 
Pacific over landing rights on lucrative Aus- 
tralia-Hongkong routes. 

On top of this, on 6 April the New Zea- 
land Commerce Commission gave final ap- 
proval for the sale of Air New Zealand for 
NZ$600 million (US$369.2 million) to a con- 
sortium including Qantas — with a A$100 
million (US$82 million) 19.9% share — 
American Airlines and Japan Air Lines, fi- 
nally blocking what Qantas considered a 
dangerous attempt by British Airways to 
link up with the New Zealand carrier. 

With plans for a massive expansion of its 
fleet well advanced, Qantas executives are 
playing down the enforced postponement 
for several months of the opening of a twice- 
weekly service between Fukuoka, Brisbane 
and Sydney, due to begin in July. There will 
also probably be six-month delays in some 
other new services, all due to the late deliv- 
ery of four new Boeing 747-400s, plus seri- 
ous delays in maintenance of other aircraft 
because of staff shortages. 

In fact, these developments are pre- 
sented as an almost welcome pause in the 
recent breakneck growth which has seen in- 
bound traffic to Australia increase at 20% a 
year for the past three. “The sort of growth 
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we have seen has put pressure on the whole 
industry. A yearly growth rate of 10% 
would be healthy and we could all do witha 
bit of a breather,” says Peter Stainlay, Qan- 
tas deputy chief executive (commerce). 

The rapid expansion has put a danger- 
ous strain on the airline’s ability to maintain 
its fleet, forcing Qantas to pay other airlines 
for service facilities in other countries, in- 
cluding New Zealand, Singapore, the US, 
France, the Netherlands and even Ireland. 
The shortage of skilled labour is exacerbated 
by government restrictions on paying higher 
wages to attract the badly needed staff. 

But privatisation overshadows all other 
issues. Despite its declared ability to borrow 
and repay A$6 billion budgeted over the 
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next five years for the first phase of the 
biggest expansion in its history, Qantas has 
warned about the need to reduce its debt-to- 
equity ratio which is currently 3:1 — 
liabilities of A$2.11 billion to assets of 
A$662.5 million. Any serious downturn in 
world aviation could put the airline in a risky 
position without an injection of capital, its 
executives have told the government. 

Estimates of the money needed have 
varied between A$800 million and as little 
as A$300 million. Qantas officials told the 
REVIEW they estimate the needed injection at 
about A$500 million. But they stress that this 
will not remain a static figure, primarily be- 
cause of exchange rate fluctuations, since so 
much of the airline's revenue is earned out- 
side the country. (The Australian dollar has 
edged down from four-year record highs to 
around 80 US cents.) Overseas earnings 
now account for 70% of revenue, while 
three years ago it was 5096. 

Traditionally, all that Qantas executives 
would say about privatisation was that it 
was "a matter for the shareholder" — the 
government. But after Hawke's statement, 
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Qantas chief executive John Menadue can 
out openly with the airline's position. 

“We compete with over 30 carriers out: 
Australia. So as well as equity injections, w 
will need commercial freedom to take c 
and beat other carriers, who have enormox 
strength and much greater commercial fre 
dom than we have got," he said. 

Although there is staunch oppositic 
from the Labor Party'sleft wing, Qantas ofi 
cials are privately confident that, with a 
election looming, Hawke cannot allow th 
opposition Liberal Party to gain an advar 
tage with its own privatisation plans. 

It did not go unnoticed that Hawke’ 
sudden decision to put privatisation back o 
the immediate agenda, asking for a financk 
report before the August budget an 
suggesting a special party conference befor 
the next election, all came quickly on th 
heels of the release of Liberal plans fo 
privatisation. Since not even the left win; 
would be prepared to pledge scarce funds t 
Qantas rather than such services as healtl 
and welfare with an election looming, then 
is considerable optimism. Win or lose fo 
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Labor, Qantas should see the next govern 
ment committed to privatisation. 

The Qantas board is understood & 
favour the idea of an initial sale of 4995 o 
equity, with suitable restrictions on foreigr 
ownership and cross-holdings by com 
petitors and provision for employer partici. 
pation. This, one official said, would be a 
"healthy starting point." With the govern- 
ment retaining control, it could be politically 
acceptable too. But in the long term, ii 
would not provide all the capital needed. 


s Menadue suggested, as well as solv- 

ing the debt-equity problem, the 

most attractive aspect of privatisation 
for Qantas executives is freedom from gov- 
ernment bureaucrats — or as one executive 
put it, "control of our own destiny." The im- 
mediate advantages would be the greater 
speed and flexibility in decision-making, 
such as setting financial targets and condi- 
tions of employment. 

Although theoretically all Australian em- 
ployers must submit their wage deals to the 
Industrial Relations Commission, there is no 
doubt in the minds of Qantas officials that as 
a state-owned corporation they are under 
stricter control and scrutiny than those in the 
private sector. | 

At the moment a wide-reaching and 
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complex wage-restructuring package aimed 
at holding on to its staff is before the com- 
mission and may have a rough passage. 
With a generally tight labour market, Qan- 
tas is finding it difficult to compete for hi- 
tech skills which are applicable in many 
fields, not just aircraft maintenance. At the 
lower end of the scale, the airline is compet- 
ing particularly with the service industry for 
cabin staff. In a move to combat staff short- 
ages the company is spending A$80 million 
on a training scheme for maintenance ap- 
prentices. 

But the airline is in a happy position of 
seeing most of its present ills a result of the 
worldwide boom in aviation and in Austra- 
lian tourism in particular. The 1988 bicenten- 
nial celebrations and the Brisbane World 
Expo produced a 57% growth in tourism 
over two years — five times the average in 
OECD countries — with most of it attributed 
to visitors from Japan and other Asian coun- 
tries. Although 1988's record growth of 26% 
to 2.25 million visitors is not likely to be sus- 
tained, tourism will continue to be a vital 
sector of the Australian economy. 

In the financial year to end-March 1988, 
Qantas made a profit after tax of A$131.1 
million — up 105% over the 1987 figure. Un- 
official and unaudited results suggest that 
the current year ending in June will be “sig- 
nificantly better" in 12 months than the 
A$211.2 million profit record in 15 months to 
June 1988 (Qantas changed its accounting 
year to fit the more usual Australian practice 
of July-June financial years). The 1988 figure 
was achieved on a turnover of A$3.08 bil- 
lion, compared with A$2.56 billion the pre- 





Hawke; Menadue: ‘matter for the shareholder.’ 


vious year — the first time the airline has hit 
the A$3 billion mark. 

In every respect, the figures are impres- 
sive, with passenger-kilometres increasing 
in the 1988 period to 23.56 billion from 21 bil- 
lion and the vital load factor rising from 
67.3% to 70.5%. 


losing money, the Qantas turnaround 
has been dramatic. In 1983 Qantas lost 
A$71.7 million. In June last year the directors 
recommended paying a dividend to the 
government of A$30 million for the previous 
15-month period. The dividend was in addi- 
tion to A$99.5 million which the govern- 
ment took in tax. 
As an indication of the airline’s rapid in- 
crease in profitability, since the government 
acquired all shares in 1947, the airline has 
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only made a total of A$563.8 million in pro- 
fit, with A$485 million of that made since 
1983. 

One of the most telling statistics of effi- 
ciency over recent years is that total staff has 
increased since 1980 by 9.6%, to 14,780, total 
staff costs have increased by 118% to 
A$615.7 million, but revenue per employee 
has increased by 186% — from A$68,300 in 
1980 to A$195,500 last year. 

Worldwide demand for aircraft, espe- 
cially the popular Boeing models, is not en- 
dangering Qantas’ plan to almost double its 
fleet over the next four years — from its pre- 
sent 25 Boeing 747s and eight 767s, to 43 
B747s and 15 B767s by 1993. Eight of the 747s 
will be of the 400 series, the largest aircraft 
flying today, carrying 370 passengers and 
costing A$200 million each. 

Longer-term expansion for the coming 
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Which computer 


For the past year all world airlines have been in a controlled 
frenzy over securing a good position in the race for computerised 
reservation systems (CRS), and Qantas has been no exception. 

The decision by the two Australian domestic airlines, state- 
owned Australian Airlines and the private Ansett, to desert Qan- 
tas and join the European Galileo CRS triggered panic, though the 
three Australian airlines still jointly own a local system, called 
TIAS. Fear of Galileo is believed to been partly behind Qantas’ 
determination to prevent British Airways gaining control of Air 
New Zealand and thus establishing a CRS foothold across the Tas- 
man Sea. 

Qantas had previously dismissed participation in Abacus, a 
CRS then being founded by Singapore International Airlines, 
Cathay Pacific and Thai International. The system has since lost 
Thai (REVIEW, 29 Dec. '88), but gained Malaysia, Philippines and 
China Airlines. 

The Qantas response was to seek alternatives and it plumped 
for American Airlines’ Sabre crs. In February this year Qantas 
formed a new subsidiary, Asia Pacific Distribution (APD) to 
market its own system in the region, called Fantasia. 

In reality Fantasia is basically Sabre, which is described as the 
biggest CRS in the world and has a larger share of the US market 


than any other. Fantasia will market the Sabre system modified 
to meet the needs of subscribers in the Asia-Pacific region, with a 
link up with Air New Zealand and, it is hoped eventually, Japan 
Air Lines and All Nippon Airways. Thai, following its with- 
drawal from Abacus, is negotiating with Qantas for membership 
and it is hoped other regional airlines will take shareholdings in 
APD. 
Eventually, according to Qantas plans, the whole Fantasia- 
Sabre system will give travel agents access to 600 airlines 
worldwide, and provide the ability to reserve hotel accommoda- 
tion, hire cars and book theatre tickets. But now these plans are in 
place, Qantas officials hint at further big developments that are 
about to be unveiled. “It will take six months to unfold, but we 
are very optimistic about developments,” one Qantas source 
said, while refusing to reveal any details. 

There is a feeling in the industry that at the top levels of man- 
agement in airlines there is a growing acceptance that systems 
will have to complement each other, and not merely compete. 
While cut-throat competition will continue in the marketing of 
various services at customer level, industry sources report a sud- 
den relaxation in boardrooms after months of tension if not near 
hysteria. 

“It is not entirely clear what alignments will emerge, but it 
does appear things are moving,” one source said. “There are 
even rumours that Australia Airlines and Ansett might return to 
the Qantas fold, but that sounds a bit too optimistic.” 

u Michael Malik 
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decade will see the fleet grow to at least 75 
aircraft, valued at A$14 billion, with staff 
doubling to 28,000. New aircraft being consi- 
dered will include a medium-sized model 
for use on medium-length routes to South- 
east Asia. 

The first of the 747-400s, though rolled 
out in its Qantas colours in Seattle in Feb- 
ruary, will not be delivered until May and 
will not be ready for service until September, 
rather than July. Such delays add to the air- 
line'S maintenance problems because older 
aircraft require much more servicing to keep 
them flying. 

Like most other world airlines, Qantas is 
bitter about what it considers the "uneven 
playing field" in dealing with the US over 
routes, but has to be content with what pro- 
gress it can make and looks forward to more 


cooperation with American Airlines 
through the US carrier's 7.5% share in Air 
New Zealand and in the field of crs. It al- 
ready has an agreement with American to 
carry Qantas passengers from the West 
Coast to New York, and will soon expand 
this link to include Washington, Boston, 
Chicago, Denver, Seattle and Dallas. It is 
also forging similar links in Europe with Luf- 
thansa and in Asia with Thai International. 
While successfully expanding its services 
in Asia, particularly to Japan, Thailand, Sin- 
gapore and Malaysia, Qantas has so far had 
no success in its struggle with Hongkong’s 
Cathay Pacific for access to the Hongkong- 
London route (REVIEW, 9 Mar.). The crux of 
what Qantas sees as an injustice is that 
Cathay, through the British monopoly over 
the London-Hongkong route — considered 





AVIATION 2 


Aurline wins battle for third runway at Sydney 
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antas, sensitive to accusations of 

playing a behind-the-scenes role in a 

highly emotional political issue, is 

modest to a faulton its contribution to 
the government's decision on 21 March to go 
ahead with a badly needed third runway at 
Sydney's Kingsford-Smith airport. 

All it will admit to is that, “with others in 
the travel and tourist industry," it has sought 
over the pastsix months to make sure the de- 
bate was informed. Previously, officials said, 
the decision was bedeviled by ludicrously 
distorted estimates of costs and time in- 
volved in building either a third runway in 
Sydney or a new airport at Badgerys Creek, 
some 60 km west of the city. 

This is a clear reference to claims such as 
that by former minister for aviation support 
Gary Punch, an opponent ofa third runway, 
that the new airport could beup and running 
in three years. 

For Qantas, expansion of Sydney is es- 
sential for its own route expansion plans. In 
negotiations for new landing rights, no for- 
eign carriers will accept routes into Australia 
which do not include Sydney, however, 
tempting the terms offered for routes ter- 
minating in Brisbane or Melbourne. 

But all Qantas will admit to doing is put- 
ting available, accurate information on the 
table so that the cabinet was at least able to 
make a well-informed decision. In fact it is 
widely believed that Oantas not only lobbied 
very hard indeed, but carried out surveys not 
only of aviation statistics but also of public 
opinion. These played a part in convincing 
the cabinet that it had more to gain politically 
by taking the hard decision than either avoid- 
ing itor turning it down. 
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The alternatives were stark. Either spend 
about A$300 million on a third runway at 
Kingsford-Smith over the next four years 
and anger local residents in Labor-held mar- 
ginal constituencies, or develop Badgerys 
Creek at a cost of A$1 billion or more and 
even then not have a working facility for 
something like 10 years. 

Figures supplied by Qantas made the de- 
cision obvious on all but political grounds. 
Kingsford-Smith handles 200,000 aircraft 
movements (landings and take-offs) a year, 
which is near its present maximum capacity. 
Even now few aircraft can land at peak hours 
without having to queue in holding patterns, 
sometimes for as long as an hour, or delaying 
their departures from other airports to hit a 
landing “window.” Within 10 years, de- 
mand will be for some 330,000 movements a 





Kingsford-Smith airport: ‘modest’ contribution from Qantas. 
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a British "internal" route — can fly Sydney- 
Hongkong-London, but will not allow Qan- 
tas the same right. 

The argument has reached what Qantas 
believes to be "a stupid war of words" with 
the Australians claiming Cathay is spread- 
ing ludicrously inaccurate reports of the 
Qantas position, including the claim that it 
wants "14 for 2," to gain parity with Cathay 
to London, which is not the case. 

But after months of deadlock, private 
high-level talks are understood to have been 
reopened during a recent visit by a senior 
Qantas executive to Hongkong. It is under- 
stood some progress was made in at least 
clarifying understanding of positions. It was 
also agreed to avoid further public debate 
while looking for possible avenues of com- 
promise. ai 


year, or an increase of 50%. A third runway, 
depending on which figures are accepted, 
could add between 40% and 80% to present 
capacity. 

Almost unbelievably, it took months of 
agonising and lobbying to convince the 
majority of the cabinet that the possible loss 
of marginal seats near the airport — includ- 
ing, ironically, that held by Punch, who re- 
signed over the issue — was worth the gain 
to the economy involved in not strangling 
the tourist industry. 

Modestly triumphant over the victory, 
Oantas officials are not resting on their 
laurels. Further major development will be 
required at all of Australia's main airports — 
Melbourne, Brisbane, Perth and Darwin, 
as well as the eventual development of 
Badgerys Creek, they say. 

And priority should be given to Queens- 
land, a vital link in what Qantas expects to 
become the major tourist triangle in future, 
with Japanese and other Asian tourists enter- 
ing the country via Brisbane, Cairns or 
Townsville on the Queensland coast, travel- 
ling by domestic flight to Alice Springs in the 
middle of Australia, and then leaving from 
Sydney. = Michael Malik 


— 
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BANKING 1 


Japanese trust banks face an uncertain future 


Trussed trusts 
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By Nigel Holloway in Tokyo 
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D oes Japan need its trust banks? This 


is, perhaps, a strange question in a 

country where institutions are al- 
ways finding new reasons to exist, but it is 
nevertheless relevant now that Japan is de- 
bating the next stage in its financial deregu- 
lation. 

Japan is the only large economy to pos- 
sess specialised trust banks — institutions 
with exclusive rights to take custody of, to 
administer and, in some cases, to manage fi- 
nancial trusts. Canada used to have a similar 
structure, but the trust bank's preserve was 
removed in June 1987 when the industry 
was exposed to competition. Will the same 
thing happen in Japan? 

The Japanese banking market has three 
main types of institution: the city/regional 
banks, the long-term credit institutions, and 
the trust banks. Even in a deregulated bank- 
ing world, there would remain a clear role 
for the first two categories — the city/region- 
al banks would handle retail business, while 
the long-term credit institutions would deal 
with wholesale banking. 

The role of the trust banks in such a 
world is not so clear. They are hybrid institu- 
tions, doing both trust and banking busi- 
ness. Unlike the city banks, the trusts can 
make long-term, as well as short-term, 
loans. But, in the retail business, city banks' 
branch networks dwarf those of the trust 
banks by nine to one. And in the wholesale 
markets, their corporate contacts are no 
match for those of the long-term credit 
banks. 

In contrast to the separation of banking 
from stockbroking in Japan, the division be- 
tween trusts and other banks is not en- 
shrined in law. Any bank could do trust 
work if the Finance Ministry saw fit. Indeed, 
Daiwa Bank is a city bank as well as offering 
trusts. The other trust banks took their mod- 
em form in 1948 when trust companies were 
allowed to engage in commercial banking. 
Five were related to pre-war industrial 
groups, while the other two were formed 
when the Finance Ministry ordered city 
banks to divest their trust business. Daiwa 
alone successfully resisted. 

The first challenge to this arrangement 
arrived in 1985 when nine foreign trust 
banks were licensed to work in Japan. Their 
assets have grown six-fold to ¥2 trillion 
(US$15.07 billion) in the 18 months to March 
1988, but they still hold less than 376 of 
Japan's total trust assets. If there is going to 
be greater competition, it will have to come 
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from other domestic institutions, which are 
only too glad to oblige. They are beginning 
to assert themselves in two ways, via in- 
terest rates and pension trusts. 

Despite appearances, trust banks derive 
more than half their profits from “banking” 
activities (on the spread between funding 
costs and loan rates). In fact, 27% of their 
operating profits of ¥1.2 trillion in fiscal 1987 
(end March 1988) came from a single pro- 
duct called loan trusts, which are two 
and five-year certificates offering the high- 
est yield of any regulated deposit at 88 
basis points below the long-term prime 
rate. 

This product is now threatened PY in- 
vestment trusts offering medium and long- 
term bond funds; by newly deregulated 
money market certificates (MMC) sold by the 
city banks; and other instruments from the 
postal savings bank. From June, a two-year 





Fund types 


Loan trust: a two- or five-year floating- 
rate certificate. The funds are used for 
loans. 

Money trust: one- to five-year in- 
struments, funding used for invest- 
ments. Tokkin funds are managed by 
outside advisers. 

Fund trust: Similar to fokkin, but 
managed by trust banks. 

Pension trust: two main types, em- 
ployees' pensions and tax-qualified 
pensions. 

Securities investment trust: 
mutual funds administered by trust 
banks, but managed by broker Ms 
sidiaries. 
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MMC will come on the market and, in Oc- P. 


tober, a three-year MMC will be launched. 


The trust banks are responding with > 
"Super Hit,” a product of similar maturity to — 
the MMC yielding 0.1% more. But even this 
instrument will find it difficult to compete 
with the city banks and their bigger branch 
networks. Loan trusts grew a respectable. 
2.7% to 35 trillion in fiscal 1988, thanks to 


the abolition in April 1988 of maruyu tax 


exemptions on small savings. This level - x 
of growth is unlikely to be repeated this 

year. 2 
The second threat to the trust banks = 


comes about through the duopoly on the = 


management of pension trusts enjoyed by. a 
the trust banks and the life assurers. Pend- 
ing ratification in parliament, the 127 firms > 


licensed to act as discretionary fund mana- ~ 
gers will be able to go after private pension —__ 
du As of March 1988, trust banks held 


62% of the ¥26.3 trillion in corporate pern- 
sion funds, but this rich market will only 
gradually be opened to competition. As 
much as a third of pension funds new  - 
money will be able to be managed by inde- ^^ 


pendent advisers, but any individual fund — 
will have been running for at least eight — .- 


years before it can switch to the new com- 
petitors. M 

All this will give the outsiders access tò 
perhaps as much as Y2 trilliona yearoutofa |. 
private pension market growing at an an- 


nual rate of ¥5-7 trillion. The door will be 


opened to more competition later on, butat < 
the same time the ¥65 trillion in public pen- 
sion holdings is gradually being turned over 
to the private sector — the trust banks in- . - 
cluded. 


Te threat of competition is already E 


galvanising the trust banks into rais- 


ing the return on the pension trusts - ee 

they manage. The difference in fund per = 
formance between the best and the worst 
trust bank used to be minuscule — now itis © 
wide, with annual returns of between 1.8% 
and 8.3% recorded in 1987. CE 
These two trends would matter less if the . 








trust banks’ profits were growing rapidly in... 
their core businesses, but the opposite is the = 
profits rose ata com- 
pound annual rate of 45% in fiscal 1981-87 — ` 
much faster than any other type of bank — 


case. Their recurring 


but in fiscal 1988, operating profits probably. 
The current fiscal year promises to be lit- 


tle better, for three reasons. The firstisrising ^. 


interest rates. The trust banks’ interest-rate E. 


spreads widen when market rates decline - 
and narrow when they rise. Loan trusts, the . 


main source of funds, pay a floating rate tied © e 


to the long-term prime, but a large propor- - 3 


tion of the money has to be invested in in- E 


struments such as fixed-income securities — ^. 


gravy when the long-term prime was falling  . 
from 8.7% to 5.5% in 1983-88, but gruel now =- 
that the rate is 5.7%. E. 

The second factor is the relative decline of _ 
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Tokyo's banking district: competition is likely to intensify. 
the Japanese property boom. Trust banks 
were in the best possible position to exploit 
this, since they are the only banks to deal in 
real estate, and cream off a 3% commission 
from both the buyer and the seller. The 
property market spiralled upward until last 
year, when prices began to soften in Tokyo 
and the Finance Ministry restricted real-es- 
tate lending nationwide. 

The third factor is similarly related to the 
boom in individual and corporate wealth 
that accompanied the rise in the yen begin- 
ning in 1985, but which is now fading. Apart 
from property brokerage, money came 
pouring into their trusts from people who 
did not know what to do with the rising flow 
of cash. 

These trusts are either actively or pass- 
ively managed by the trust banks. Actively 
managed funds include fund trusts (which 
earn a management fee, an administration 
fee, and take 20% of brokerage commis- 
sions) and money trusts (with the exception 
of tokkin accounts, which are corporate sav- 
ings managed by an advisory firm). Pass- 
ively managed funds include securities in- 
vestment trusts (SIT) which are managed by 
the subsidiaries of stockbrokers. 

Fund trusts quadrupled to X 13.8 trillion 
in the three years to end-1987. Money trusts 
trebled to ¥30.4 trillion and SITs grew almost 
as fast to ¥44.8 trillion. Trust bank profits 
from these activities surged in line with the 
stockmarket, rising to 20% of operating pro- 
fits (before overheads of ¥1.3 trillion) in 
fiscal 1988 from 7% of ¥609 billion in 1985, 
according to Jardine Fleming. These acti- 
vities will continue to grow, but not at 
the same pace. Tokkin funds fell 22% to 
¥13 trillion last year, because of a change in 
accounting rules, but much of the money 
shifted into fund trusts, which rose by 68% 
last year. 

Competition will intensify and the profits 
burst is over, but it is much too soon to write 
off the trust banks. If banking barriers are 
eventually removed, trust banks will never 
dominate the wholesale or retail credit mar- 
kets. But this leaves a huge area in between 
for managing other people's assets. As a na- 


tion of nouveau riche, wealth is inefficiently 
used and unevenly distributed in Japan. 
Trust banks are in a good position to help to 
increase the yield on assets, whether they be 
land, securities — or even works of art. One 
idea bandied about at the moment is to en- 
trust intellectual property. In principle, any 
piece of wealth can be turned into a trust. 
Among the most promising areas are 
land trusts, whereby landlords entrust their 
real estate to trust banks, which then man- 
age it by lending for construction, supervis- 


BANKING 2 


big but shy 


he public listing of the world's 50th- 
l largest bank by assets (roughly the 
same size as Chase Manhattan) 
ought to be big news in any country — ex- 
cept perhaps Japan, where Chuo Trust 
quietly made its debut on the second section 
of the Tokyo Stock Exchange on 14 March. 
Why has it taken Chuo so long? “We 
thought of it in 1972," says Yasuo Ueda, 
manager in the bank's international depart- 
ment, “but the idea was abandoned due to 
the oil shock." 

The requirement of the Bank for Interna- 
tional Settlements that all big banks must 
raise their capital ratios by March 1992 has 
forced Chuo to take the plunge. Before the 
initial public offer, it had the lowest capital 
ratio of all 23 big Japanese banks. Now "the 
ratio is likely to be built up fairly rapidly," 
says Brian Waterhouse of James Capel 
Pacific. 

The flotation has brought in ¥30.8 billion 
(US$232 million), which boosts the core 
capital ratio by 0.5% to around 3.3%, 
within spitting distance of the 4% require- 
ment. 

Although it ranks sixth out of the seven 
trust banks, Chuo is the biggest agent for the 
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ing the building work and maintaining th 
lease. Only 800 such contracts have beei 
written since the scheme began three year 
ago, but Yoshihiko Miyabe, assistant gen 
eral manager in the strategic planning de 
partment of Yasuda Trust, expects tha 
number to double in the next two or thre 
years. 

One veteran Canadian trust banker see 
his Japanese counterparts facing a simila 
situation to that experienced by the industr 
in Canada 25 years ago. Since then, inde 
pendent investment advisers have prise 
much of the high-margin asset managemen 
business away from the Canadian trusts anc 
life assurers, but they have still been able t 
keep a fair chunk of the business despite th: 
competition. 

When barriers between financial institu 
tions were removed in Canada in 1987, th« 
commercial banks went after the securitie: 
houses rather than the trusts. The same 
thing is likely to happen in Japan, when the 
barriers separating banking from stockbrok: 
ing are lowered. In that event, the trus 
banks might team up with the securities 
houses. The former has the capital and the 
latter the broking experience. Combined, 
they would make formidable opponents foi 
the city banks and the long-term credit in. 
stitutions. a 





Chuo Trust takes the plunge with public listing 


transfer of shares in Japan (and possibly 
the world), earning fees for handling 
this ticklish operation on behalf of 604 
listed companies and 7 million share- 
holders. 

It also claims to have been the pioneer 
of tokkin funds in the early 1980s, and 
though it lost that early lead, its current mar- 
ket share is 14%, not far below the big four 
Mitsubishi, Mitsui, Sumitomo and 
Yasuda. 

Equally impressive, perhaps, is that 
the return on pension trusts it achieved 
was the highest in the industry in the two 
years to fiscal 1987. Real estate, though, 
has been a headache. Chuo Trust reportedly 
became entangled in 1987 in a couple of 
bribery scandals involving property 
speculators. 

Although the officers involved were not 
senior, a Chuo Trust executive was not al- 
lowed to take up the post of vice-chairman 
of the Trust Companies Association of 
Japan, analysts say. But this does not seem 
to have had a lasting effect on the operations 
of the bank, whose pre-tax profits rose al- 
most six-fold to ¥34.2 billion in the five years 
to fiscal 1988. m Nigel Holloway 
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Pride blocks opportunities 


common thread links two of the 

most hotly debated issues in the US 

— the proposed joint development 

with Japan of the experimental 
support fighter (FSX) and the move to deve- 
lop a US version of high-definition television 
(HDTV). The US is concerned about 
technological competitiveness — losing 
it, in the case of the aerospace indus- 
try, regaining it, in the case of consum- 
er electronics. In both the FSx project 
and the HDTV standard, the techno- 
nationalists in Washington would like to 
shut the Japanese out. If they succeed it 
will be unfortunate for the US, because in 
both cases the Japanese have much to 
teach. 

In the FSX, the two lessons that the US 
stands to learn concern the aircraft's wing, 
and its radar. In order to carry out its mis- 
sion, the FSX requires a longer range and a 
larger missile-carrying capability than the 
plane on which it is based — the General 
Dynamics F16 “Fighting Falcon.” To accom- 
modate these requirements, the wing must 
be made some 50% larger, but without any 
increase in the aircraft's weight. 

To do that, the Japanese propose to use a 
lightweight composite material consisting of 
plastic reinforced with carbon fibre. So far, 
aircraft designers have used composites 
mainly in relatively small parts such as aile- 
rons and flaps. For the Fsx, the Japanese 
plan to construct the entire wing out of them. 

Making parts out of composites differs 
radically from making them out of metals. It 
does not involve conventional processes 
such as milling, for example, or riveting. 
Rather, it takes just the right amount of 
material made just the right way. The pro- 
cess begins by stacking cloth woven from 
continuous carbon fibres in layers into the 
desired shape. 

Since subsequent cuts in the material 
would weaken the structure, all openings 
for hatches, or other parts to be attached 
later, must be woven in beforehand. Once 
stacked, the cloth is impregnated with resin, 
so that the layers stick together. This gooey 
mixture is then cured to harden it by baking 
under high heat and pressure in a special 
type of oven known as an autoclave. 

With the help of funding from the Japan 
Defence Agency, Fuji Heavy Industries has 
been practising this intricate production pro- 
cess and has built itself an autoclave large 
enough to accommodate an entire wing. 
General Dynamics, the main US participant 
in the FSX project, is hoping to gain the bene- 
fit of Fuji’s production experience. The US 
company will make two out of six wings 
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during the development phase of the pro- 
ject. The insights it gains could prove invalu- 
able in building the F16X "Agile Falcon" — 
the fighter that General Dynamics is de- 
veloping for the US Air Force and Nato. 

Not that the US company is sluggish 
about composites technology, mind. 
Rather, the Americans can learn about im- 
proving manufacturing process technology, 
as Dick Wilkins, formerly in charge of Gen- 
eral Dynamics' composites technology de- 
partment, and now director of Delware Uni- 
versity’s Centre for Composite Materials, 
points out. 

"That's the incentive for the US,” he 
says, "to let [the Japanese] interact and give 
suggestions and ideas for the improvement 
of the manufacturing process." The Japan- 
ese forte, Wilkins believes, is "having a good 
idea and improving the hell out of it, better 
than anyone else in the world — and that is 
a worthwhile thing for the US to take advan- 
tage of." 

Production technology is also the object 
of US interest in the other major innovation 
the Japanese propose to incorporate in the 
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FSX — its "phased array" radar. Phased array 
radar offers higher speed and accuracy, 
which is why it already finds airborne appli- 
cations. It also forms the basis of the Aegis 
air-defence system used on US warships. 
The problem is how to make the radar small 
and light enough to fit on a fighter. 
Miniaturisation is, of course, a Japanese 
forte. 

Furthermore, Mitsubishi Electric, which 
has been developing the phased array radar 
for the FSX, also has world-class gallium arse- 
nide transistor technology. This expertise is 
crucial to the radar's key electronic parts — 
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very high frequency signal transmitters and 
receivers. 

Westinghouse and Texas Instruments, 
who are developing a similar radar to use in 
the next generation of US fighter aircraft, 
both want to obtain access to Mitsubishi 
Electric’s low-cost, high-quality production 
skills. This they will get if the FSX goes ahead. 
Under the original agreement, the Japanese 
agreed to make available any original 
technology used in the project. 

Research on gallium arsenide semicon- 
ductors and composite materials has long 
been funded by the US Defence Depart- 
ment. Their problem, now that the develop- 
ment stage is more or less over, is getting US 
companies to invest enough to put the 
technologies into production. Meanwhile, 
with their longer-term view and cheaper 
cost of capital, Japanese companies are mak- 
ing the necessary preparations, despite the 
lack of clearly profitable markets for the pro- 
ducts that such technologies will usher in. 

US Defence Department experts who re- 
cently toured Japanese composites’ makers 
were impressed with what they saw and de- 
clared that, on their return, they would 
“seek ways of encouraging US industry to 
take advantage of Japanese developments in 
this technology area.” At the same time, 
however, members of the Society for the 
Advancement of Composite Materials in 
America have reportedly been discouraging 
their Japanese counterparts from participat- 
ing in defence-related research. 

Meanwhile, the Pentagon has also been 
seeking proposals for a US$30 million pro- 
gramme to develop HDTV technology. 
Of the 87 proposals it received, five came 
from foreign firms, and two of them from 
Sony. 

The idea of non-US companies doing 
government-funded HDTv research has gen- 
erated considerable opposition. The point 
here is that, because the US effectively with- 
drew from the television business some 
years ago, it has lost crucial skills — espe- 
cially those relating to amplification and 
cathode-ray tubes. 

Since only 13% of the domestic market 
now remains in US hands, and since com- 
panies like Sony, worried about the possibil- 
ity of having to pay licence fees or being 
excluded from the US market are willing to 
contribute, it seems likely that some sort of 
joint development work with Japanese (or 
European) firms in the US would help to re- 
cover those skills. The question now is — are 
the Americans prepared to swallow their 
pride and learn and take advantage of their 
opportunities to learn. | Bob Johnstone 
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THAILAND 


Awash but still afloat 


lot of foreign cash flowed into 

Thailand in January and Febru- 

ary, keeping the money markets 

liquid and baffling economists who 
were predicting an imminent credit 
squeeze. The inward capital surge drove the 
balance-of-payments surplus for the two 
months to Baht 20.1 billion (US$789.8 mil- 
lion), equal to half of the total surplus for 
1988. 


The effect was to soften interest rates. 
Bank deposit rates are constantly at the top 
9.5%, reflecting the competition among 
banks to fund lending programmes. How- 
ever, in February interbank lending rates 
softened 0.5-1 percentage point from the 
start of the year, as did the Bank of Thai- 
land’s (BoT, the central bank) main indica- 
tor, the repurchase rate. Government 
economists attributed the big cash inflow 
mostly to direct investment funds. 

Meanwhile, the current account was 
looking slightly better than had been ex- 
pected. After ending 1988 Baht 44.5 billion in 
deficit, the current account was down only 
Baht 3.1 billion in the first two months, de- 
spite a Baht 17.1 billion trade deficit. 

Especially helpful in generating Baht 300 
million current surplus in February was a 
net inflow of Baht 14 billion under the head- 
ings of services and unrequited transfers 
(such as unsettled cheques and trade bills). 
Thai hoteliers charging exorbitant room 
rates contributed to a jump in tourism re- 
ceipts, an important part of the balance. But 
also significant was a surge in unsettled ex- 
port bills that most likely makes up a large 
part of the Baht 14 billion. 


According to preliminary figures from 
the BoT, exports grew faster than imports 
over the two months — exports were up 
42.2% against a 39.7% rise for imports, over 
the same period last year. 

The figures suggest that exports at the 
end of 1988 and the start of this year were 
above expectations. Economists suspect it 
might only be a seasonal fluke, due to such 
things as earlier shipment of rice. Most 
argue that it is still too early to say confi- 
dently whether export forecasts have been 
too conservative. 

Output figures for 1985 show strong GDP 
growth of 11% (in baht terms). Much of that 


Investment surge 


Private investment 
(1980=100)* 
Left scale 





1987 1 
"Using a 12-month moving average 
Source: Siam Commercial bank 


can be attributed to impressive expansion in 
agriculture that is unlikely to be repeated in 
1989. 

On the Bor's index (1972-100), crop, 
forest, animal and fishery production regis- 
tered 195.1 last year, up from 178.8 in 1987 
and well above the 181.6 peak of 1985. 
Strongest growth came in the main export 
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crops: in 1988 paddy was up 17.5% to 20.1 
million tonnes; rubber up 6.6% to 970,000 
tonnes; maize at 5.2 million tonnes was up 
125.1% after a poor 1987 crop, but still 20.9% 
above the better 1986 harvest; and tapioca 
was up 14.1% to 22.3 million tonnes. Pro- 
duction of these major agricultural com- 
modities should continue to rise but at a 
slower rate than last year. Soybean produc- 
tion also made big gains, reaching 440,000 
tonnes, more than double the 1983 harvest 
and up 41% from 1987. 

Significant gains were also made by in- 
dustry. Cement production was 8.6 million 
tonnes in the first three quarters of 1988, 
16.8% above the previous year. Output of 
galvanised steel in the same period was 
139,000 tonnes, up 11.2%, while tin-plate 
production rose 22.3% to 107,000 ton- 
nes. 

Exports of integrated circuits rose to 1.17 
billion pieces in the first three quarters, up at 
least 69% over the previous year. January- 
October receipts topped 1987's full-year 
earnings of Baht 15.2 billion by Baht 1 billion. 
Car-sector production figures were not av- 
ailable, but the 2995 year-on-year rise in sales 
in January-February indicates that sector 
continues to boom too. 

Inflation remains below 596. The pro- 
ducer price index at the end of February was 
3.8% higher than a year before; for industrial 
products alone the index was up 4.695. For 
consumers, prices are still slow-moving. 
The end-February national consumer price 
index was up 4.4% from February 1988, for 
an annual average of 4.4% for the past two 
years. = Paul Handley 
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A GENTLE, CARING STORY 


Executive Floor 


Up where you belong. Where there are only two seats 
abreast. And where every seat is next to a window or an 
aisle. There's extra space and comfort on board our 
Executive Class — Sohni. At Pakistan International, it’s 
a gentle, caring story. For each passenger, on every flight. 





PIA Associate Hotels: The Roosevelt NewYork, Hotel Scribe Paris, F : A ti | 
Centre Hotel Abu Dhabi, Riyadh Minhal Hotel. kistan In esiaren ia 
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A NEW DIMENSION I^ 


ocania's new 3-series trucks are now on the The utterly reliable driveline also includes a 
road to the future, building on almost a centu- new 10-speed gearbox, also available with a 
ry of truck experience. torque converter. One futuristic feature is al- 

Engines range from the nine-liter six at 210 ready tried and proven, the Computer-Aided 
hp to our tough new 14-liter V8 with Electronic Gear changing with fingertip gearshifts. 
Diesel Control, turbocharged and intercooled And perhaps best of all: An all-new interior 
to put out 470 hp. and instrument panel in all cabs. 
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Take a special look at the prestigious high-roof 
Topline version, fitted with central doorlocks 
and power windows. 

Heavy haulage has never before been so 
easy on drivers or so profitable for truck own- 
ers. It all adds up to a new dimension in 
truck technology. 


©) SCANIA — 


Saab-Scania AB, Scania Division 
S-151 87 Sodertalje, Sweden. 
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The Commerzbank report on German business and finance 


No. 4/89 


Environmental technology: 
a growth market 


Throughout the world, 
demand for pollution control 
technology is rapidly increas- 
ing. Nowhere is this more 
true than in West Germany: 
for sucha densely populated, 
highly industrialised country, 
the reduction of toxic emis- 
sions, the prudent use of raw 
materials and energy, and the 
repair of existing environ- 
mental damage are issues of 
key importance. Indeed, West 
Germany now boasts some of 
the toughest environmental 
laws and standards in the 
world—which, in turn, have 
given rise to a dynamic mar- 
ket for pollution control sys- 
tems. Thanks to intensive 
R&D efforts and extensive 
“field testing" of its products 
in the Federal Republic, the 
German environmental tech- 
nology industry has gained a 
competitive edge over its 
international rivals in a num- 
ber of key areas; it produces 
the world's most effective 
emission control and waste 
disposal equipment. 

West Germany has also set 
high standards in the financial 
supportitgives to R & D work 
in this field. According to a 
1988 OECD study, it spent 
3.3% of its public research 
budget on environmental 
problems—more than France, 
Britain or the US 


Investments strong 


Yet public outlays on 
research are only one part of 
the country's total environ- 
mental spending. West Ger- 
many is also a world leader in 
terms of its investments in 
pollution control. All in all, 


the producing sector spentno 
less than DM7 billion on 
environmental protection in 
1986—up 30% from the pre- 
vious year and equivalent to 
0.36 % of nominal GNP. This 
puts West Germany into 
second place worldwide. 
German firms were sur- 
passed only by their US 
counterparts, whose environ- 


waste disposal and materials 
recycling. Capital spending in 
these areas, and for energy 
conservation, is expected to 
go on increasing wellinto the 
next century. Thus the en- 
vironmental technology in- 
dustry in Europe clearly has 
above-average growth poten- 
tial. In fact, by the year 2000, 
EC-wide demand for its 


Capital spending on environmental protection 
(by producing sector; as % of nominal GNP) 


West Germany 


mental outlays amounted to 
0.55 % of GNP. In Japan, by 
contrast, the share was only 
0.12 90 of GNP. 

In Western Europe as a 
whole, more than DM§84 bil- 
lion worth of environmental 
technology was sold in 1987. 
West Germany—where sales 
totalled 3496 of the aggre- 
gate—is the largest national 
market for such products in 
the EC. It is followed by 
France (1296) and the UK 
(almost10 96). The lion's share 
of environmental spending in 
the ECis for water purification 
and sewage treatment, and 


United States 





products will probably be 
some two-thirds greater than 
itis today. One of the areas in 
which German firms now 
have an edge is in the cleaning 
of flue gases (desulphurisa- 
tion and denitrification sys- 
tems). Indeed, after many 
years of Japanese technical 
leadership in manufacturing, 





the technology transfer pro- 
cess is gradually becoming 
more of a two-way street: 
today German desulphurisa- 
tion plants are being shipped 
to Japan. And the Federal 
Republic is also competitive 
as regards waste disposal: 
German refuse incineration 
plants, which in most cases 
provide energy for the co- 
generation of heatand power, 
are currently at work not only 
in Europe, but also in theUS 
and Third World countries. 

The annual volume of 
exports by the West German 
environmentaltechnology 
industry has now reached the 
DMS billion mark. In the 
medium term, foreign de- 
mand for German products 
of this kind is likely to grow 
considerably. Although it is 
quite obvious thatthe sector's 
export prospects are highly 
dependent on the level of 
environmental awareness in 
other countries, a clear trend 
has already emerged. Given 
the global scale of environ- 
mental damage, there is a 
steadily expanding market for 
pollution control technology, 
not only in many industrial 
countries but also in the Third 
World. The calls for interna- 
tionalaction on the ecological 
front are growing louder. In 
the EC in particular, with the 
Single Market just around the 
corner, the harmonisation of 
the member states' environ- 
mental policies to bring them 
into line with the Commu- 
nity's toughest current stan- 
dards will surely create even 
more demand for environ- 
mental technology “made in 
Germany." 
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SHROFF 


Still the hermit 


eoul's plan to allow foreign invest- 
ors into the South Korean market 
was announced with great fanfare 
last December. But it is becoming in- 
creasingly apparent that government offi- 
cials have yet to think the plan through. 

The clock is ticking, but bureaucrats in 
the Ministry of Finance (MoF) are uncomfort- 
able with the idea that foreigners will be al- 
lowed to buy scrip in South Korean com- 
panies. 

Finance Minister Lee Kyu Sung has said 
that the government will encourage com- 
panies to issue Euromarket convertible 
bonds (CBs) which will be convertible to non- 
voting shares. Since 1985, five companies 
have issued Euromarket CBs — one of the 
few ways foreign investors can buy an 
equity stake in South Korea. 

The non-voting shares are designed to 
reassure company managements that they 
will not face a hostile bid from foreign invest- 
ors, according to Korea Stock Exchange 


South Korean Euro-CBs 


1989 performance 
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chief executive Shim Sang Myun. It seems 
an odd way of going about it, since foreign- 
ers could presumably sell their non-voting 
shares and buy voting ones. 

Or could they? No one knows, since the 
MOF seems to be years away from formulat- 
ing restrictions on foreign stock holdings. 

If the goal is to limit foreign control it 
would seem to make far more sense to sim- 
ply impose a percentage limit on shares that 
could be held by foreign investors. The limit 
on larger, more liquid counters could be 
higher than on small-capitalised stocks. 

The policy of trying to palm off non-vot- 
ing CBs on foreigners, which would raise the 
cost of capital for domestic issues, is ironic 
given the MoF's reluctance to approve new 
offshore CBs. It is not fear of foreign raiders 
that is stopping firms from floating Euro- 
market CBs, but resistance from the MoF. 
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When the stockmarket reforms were an- 
nounced last December, one of the im- 
mediate changes was supposed to be great- 
er ease in floating CBs. Officials said that no 
special approval would be required, as long 
as companies met MoF guidelines. But now 
MoF professes itself worried about the effect 
of the CBs on the domestic money supply. 

Never mind that the money raised in 
Euromarket CBs is to be used for offshore in- 
vestment projects. Never mind that a single 
US$200 million World Bank loan for road 
construction this year will bring in more 
money than the five CBs floated during the 
past three-and-a-half years (and at higher 
rates). And never mind that South Korean 
firms need access to low-cost capital to com- 
pete in international markets. 

The mandarins at MoF know that capital 
markets are a good thing. And they have 
done a good job building up the scale of the 
South Korean market in the past couple of 
years, so that its capitalisation ranks it 
among the dozen-largest equity markets in 
the world. But the idea of the market really 
going international still has the bureaucrats 
scared. After all, they don't call Korea the 
Hermit Kingdom for nothing. 

m Mark Clifford 


When Prabhudas Lillandher Private Ltd 
talks, Dalal Street listens. As of April Fool's 
Day, the firm became not just the largest cor- 
porate member of the Bombay Stock Ex- 
change (BSE), but also — for the time being, 
atleast — the only one. 

Lesser bourses — Calcutta, New Delhi — 
have long since bowed to the wishes of the 
Securities and Exchange Board of India 
(Sebi) and enrolled some government-con- 
trolled banks and finance institutions. The 
BSE held out as the last bastion of the tradi- 
tional individuals-only membership. 

When official pressure to admit cor- 
porate members became irresistible, instead 
of letting outsiders take the plunge, the BSE 
characteristically chose a firm comprising 
members of the semi-hereditary dalal 
(broker) caste that has ruled the Bombay 
ring for more than a century. 

Not that there is anything traditional 
about Prabhudas Lillandhers business 
style. The company is setting up a city-wide 
network of retail offices and recruiting a bat- 
tery of finance and investment specialists. 
And, despite being a private company, each 
of the three partners had to guarantee un- 
limited liability as a condition of enrolment. 

Prabhudas Lillandhers monopoly on 
corporate membership of the BSE looks un- 
likely to last long. Bigger dalals are already 
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sounding out each other about potential 
partnerships. 

This is good news for the maturation of 
Indian capital markets. It bodes well for a 
much-needed injection of professionalism 
into the bourse culture. A strong cadre of 
private sector corporate members could also 
counterbalance the share price manipula- 
tions of the government financial institu- 
tions and the badla (stock futures) financiers. 

Unlike the state-run financial institu- 
tions, the new dalal partnerships would be 
directly answerable to the investing public. 
The government, treating the stockmarket 
as a political barometer, periodically uses its 
institutional clout to lean on the market. 

Private corporate members also foster a 
greater diversity of market views, since they 
deal for their customers in individual scrips, 
rather than homogenised mutual fund pro- 
ducts. At the same time, they can better 
serve small-time investors by passing on the 
economies of scale reaped by bundling odd 
lots of shares. 

And, with their enhanced capitalisation, 
the corporate bourse members can help 
evolve a more evenly distributed and 
above-board system of financing forward- 
trading in stocks. 

Meanwhile, the battle is hotting up 
between Sebi and such bureaucratic rivals 
as the Company Law Board, and the Con- 
troller of Capital Issues, whose turf it hopes 
to invade. Sebi grew out of a government 
commission that recommended sweeping 
structural changes for Indian stockmarkets, 
such as a central regulatory authority for 
India's 15 scattered bourses — a role that 
Sebi hopes to fulfil. Enabling legislation now 
before parliament would turn the board 
from an advisory body into a full-fledge 
overseer. 

Among Sebi’s pet crusades: uniform 
rules and electronic linking of all bourses; 
computerised reporting, clearing and share 
deliveries; price-bands and stiff margin re- 
quirements for overheated markets and a 
shift away from forward stock trading to 
cash delivery. 

Punters and share rampers (including 
top brokers and blue-chip insiders) are none 
too keen on this agenda. 

On the other hand, a strong and impar- 
tial regulatory authority could be welcome 
news for the potential foreign holders of the 
Euromarket CBs purportedly soon to be is- 
sued abroad by big Indian companies, un- 
less Sebi too falls prey to the sort of influ- 
ence-mongering already entrenched in New 
Delhi's corridors of bureaucratic power. 

m Lincoln Kaye 


63 


———ÓP Ó—ÓÓ a — n Ó—Óa a a ————— MHRÓ€—E 






2s 


New Zealand pledges to reform market 


Picking up the pieces 


By Colin James in Wellington 
| ew Zealand is to revamp its securities 
Ne in an attempt to clean up one of 
the world’s worst-performing and 
worst-regarded stockmarkets, after receiv- 
ing a damning report on it from a committee 
headed by former Reserve Bank governor 
Sir Spencer Russell. Minister of Justice Geof- 
frey Palmer hopes to introduce the neces- 
sary legislation by the end of the year or 

early 1990, 

Palmer said securities law reform will 
dovetail with reform of company law, on 
_ which the Law Commission is due to report. 
In addition, a serious fraud office has been 
. setup. There has been law reform on insider 
- trading, disclosure of beneficial sharehold- 
ings, the handling of imminent and actual 
. company failures, and negligent and 


" 


C. fraudulent company management. The law 
=- relating to takeovers is also soon to be over- 


zu hauled. 
|. The committee, which reported on 10 


." April provides a comprehensive list of 


^; reasons for reforming a market described by 







^^. Bank of New Zealand chairman Frank Pear- 


. Son, as "Neanderthal." It says that "the con- 
-. fidence in, and viability of, the sharemarket” 
~~ had been hit by: a collapse in turnover; a 
<: dearth of capital raising; no new listings; a 
—. 1596 fall in listings (more than 30 listed com- 
- panies have collapsed since the crash); the 
^. collapse of several leading companies’ share 
^. prices; and a “lacklustre” performance gen- 


A erally — it has languished for a year at half 


its peak 1987 level. 

D The Russell committee blamed the high 
.. number of leveraged investment and prop- 
.. erty companies (which are particularly sen- 
<= sitive to market changes) as well as adminis- 
= tration and liquidity problems among some 
. brokers (15% ceased trading or defaulted in 
-. 1988) and what it politely called “the discov- 


. ery of dubious transactions and accounting 


< practices.” Also mentioned were lack of eco- 
-. nomic growth, uncertainty over taxation of 
= Superannuation funds, the adverse impact 
— of the new international tax regime, and the 
. lack of “an internationally comparable 
- supervisory structure." 

. The committee rejected self-regulation, 
. despite recent reforms in Stock Exchange 
~ rules which have included the addition of 
. Outside members to its board. The market is 
~ too small for adequate competition, the 
^ committee said. 

a Furthermore, investors lack the informa- 
=. tion needed keep traders honest, and the 
courts are unable quickly and effectively to 


enforce share contracts. It also rejected early 
amalgamation with the Australian Stock Ex- 
change as impractical, and rejected govern- 
ment regulation as too costly and heavy- 
handed. 

Instead the committee opted for “market 
supervision” — supervised self-regulation. 
A new supervisory authority should be set 
up to replace the Securities Commission. 
Under that, a series of “self-regulatory or- 
ganisations" would regulate markets such 
as the futures market and the sharemarket. 
The rules would need the approval of the 
supervisory authority, which would also 
have the power to intervene. 

For the stockmarket the self-regulatory 
organisation would be the stock exchange. 
Russell said the exchange could not enforce 
its rules without penalising the sharehold- 
ers. Under the new arrangement its rules 
would be law. They would be enforced by a 
compliance committee which would have 





powers to publicise, to issue injunctions, 
and to delist companies or bar delinquent di- 
rectors and other people. The Russell com- 
mittee recommended that four of the 10 
members of the exchange board and two- 
thirds of the compliance committee should 
be from outside the industry. 

In addition, it called for an accounting 
standards board to set legally binding stand- 
ards. For brokers it recommended: tighter fi- 
nancial reporting requirements; a shorter 
settlement period; improved prudential 
controls; trust accounts for client funds, and 
a "properly funded and administered" fidel- 
ity fund in case of broker default. It was also 
"imperative that the sharemarket introduce 
the technology which will make it interna- 
tionally competitive," and it recommended 
that the rule that transfers of shares must be 
signed by the transferee and transferor 
should be abolished, as should the demand 
that companies issue physical scrip. 

Financial commentators and journalists 
should have to subscribe to a code of prac- 
tice requiring disclosure of interests and of 
assistance in preparing commentary, with 
remedies for false or misleading commen- 
tary. A code of practice should also be 
applied to brokers and other financial advis- 
ers covering advisers' interests and limiting 
disclaimers of liability for advice. - E 
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T. Boone Pickens buy 20% stake in Toyota affiliate 


A raider hits town 


By Nigel Holloway in Tokyo 

Japanese car parts supplier is facing 
A sie is probably the country’s first 

hostile investment raid by a foreign 
company. The purchaser is none other than 
T. Boone Pickens, a Texan who has made 
his name trying to acquire several large US 
oil companies over the past five years. 

His quarry is Koito Manufacturing, 
which is affiliated with Toyoto Motor. On 3 
April, Pickens disclosed that his merchant 
bank, Boone Co., had purchased 32.4 mil- 
lion shares in Koito — a 20,2% stake worth 
“close to US$800 million.” That makes him 
the largest shareholder. 

Many analysts in Tokyo have jumped to 
the conclusion that this is an attempt to 
"greenmail" Koito. This is the practice of cor- 
nering a large proportion of a company’s 
stock in order to force friendly shareholders 
to buy out the greenmailer at a higher price 
than he paid for the shares. 

As far as is known, Pickens has no ex- 
perience of the Japanese market in general 
or Car parts makers in particular. But with a 
straight face, Pickens declared that he was in 
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there for the long term. “As a major share- 
holder, we hope to provide a positive influ- 
ence on the directions and policies of the 
company,” he said. 

If the motivation is to make a quick profit, 
Koito presents a tempting target because its 
second-largest shareholder is Toyota, which 
holds a 19% stake. Toyota bought out a 
greenmailer once before, in April 1987, 
when a speculative group acquired 17 mil- 


_ lion shares in Toyota Automatic Loom — 


the original parent company of the car giant. 
The greenmailing group made a ¥18 bil- 
lion (US$135.6 million) profit from the 
deal. 

Koito does not have the same historical 
ties with Toyota as does the textile machin- 
ery maker. Nissan Motor is another sizeable 
shareholder in Koito with a stake of about 
5.9%. 

The parts manufacturer is also a leading 
company in its own right, having pioneered 
the production of all-plastic headlamps. This 
means it has proprietary technology, which 
gives it an edge in supplying parts for 
aerodynamically styled cars. It also has three 
production ventures in the US. Stephen 
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Marvin, an analyst at Jardine 
Fleming, says Koito is an 
‘outstanding company.” Al- 
though its profit margins are 
seing squeezed at the mo- 
ment, its prospects are good. 

Pickens was able to ac- 
quire the Koito stake quickly 
because the previous owner 
of the shares, Azabu Motors, 
sold them in a block, possibly 
ata discount, in order to raise 
cash. Azabu, a well-known 
greenmailer, is run by Kitaro 
Watanabe, a former motor- 
cycle mechanic who built up 
a profitable car business and 
then bought several hotels in 
Hawaii. 

Koito's shares began rising in July 1987, 
rom X600 to a peak of 5,470, just before 
he Pickens purchase became known. Re- 
»orts say that Watanabe may have sold to 
Pickens at a discount of up to 40% to pay off 
nis creditors. These reports suggest that 
Azabu tried to press Toyota into buying the 
shares but failed. 

Toyota has since said that it will not ob- 
lige Pickens either by buying him out. A 
vice-president of the car firm, Tsutomu 
Oshima, said: "To buy the shares at a price 
that is higher than their true worth would be 
a betrayal to our shareholders" — an ex- 
traordinary statement for a company not 





Pickens: straight face. 


noted for its concern towards 
shareholders in the past. 
Along with consumers, 
shareholders are among the 
most downtrodden interest 
groups in Japan. 

Pickens, in his recent au- 
tobiography, has posed as 
the champion of the indi- 
vidual investor, waging war 
on overpaid company direc- 
tors who give themselves 
fancy expense accounts 
while allowing their firms’ 
share price to languish in 
the doldrums. This can 
hardly be said of Koito. Its 
price-earnings ratio peak- 
ed in early April at 250 
— high even by Japan’s bloated stand- 
ards. 

Koito’s other big shareholders have been 
trying hard to burn Pickens's fingers, driv- 
ing down the price to ¥4,200 by the close on 
11 April. 


LAC? DNO 
S3WLL TVIONYNIA 


he Texan businessman's bargaining 
power is stronger than it might at first 
appear. As a shareholder with more 
than 10?6 of the equity, Pickens has the right 
to ask for detailed financial information from 
Koito, presumably including data on the 
firm's business ties with Toyota. 
Japanese car makers tend to pass on 





COMPANIES 2 


Property group likely to become bid target 


* 
Singapore 
By Christopher Marchand in Hongkong 
Å ero of takeover activity among Sin- 





gapore's hotel groups seems about to 

expand into the property sector, with 
a bid widely anticipated for property com- 
pany Malayan Credit. The bid is expected to 
raise the Kuwait Investment Office's (KIO) 
exposure to Singapore property, with KIO- 
associated companies First Capital Corp. 
(FCC) and Cycle & Carriage being the proba- 
ble buyers. 

Speculation about a possible takeover 
was prompted by car company Cycle & 
Carriage's purchase of 9 million Malayan 
Credit shares in late March from Hong- 
kong Bank-owned Wardley Singapore. 
The sale netted Wardley a S$7.7 million 
(US$3.95 million) profit and boosted Cycle 
& Carriage's stake in Malayan Credit to 
11%. Cycle & Carriage is also believed 
to own 20% of the Transferable Sub- 
scription Rights. The cash-rich car com- 
pany is keen to diversify out of the car in- 
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dustry by adding to its property assets. 

The market has tipped a bid from Cycle 
& Carriage, or a joint offer with property 
company FCC. The KIO owns 18.9% of Cycle 
& Carriage, and is the largest shareholder. 
FCC is held 58% by Hongkong-listed Dao 
Heng Holdings, which in turn is owned 
45% each by the KIO and the Malaysian 
Hong Leong group. The market expects a 
bid at S$2.80 a share, which values Malayan 
Credit at 5$277 million. 

Malayan Credit's controlling sharehold- 
ers, the Teo family, have not said if they will 
support or fight a bid. The family is thought 
to be divided, and looks vulnerable, with a 
stake of just 23.7%. Cycle & Carriage built its 
bridgehead by share purchases at S$2 to 
$$2.35 from the underwriters of Malayan 
Credit's 1987 rights issue. The underwriters, 
of whom Wardley was the largest, were left 
holding stock when the market crashed be- 
fore the issue was completed. 

Debt, however, stayed high after the 
rights issue. Rumours last year that flagship 
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most of any cost squeeze to their suppliers, 
so Pickens might conceivably become an ally 
for Koito in trying to win a higher price from 
car makers for its products. 

Second, the US will be watching the pro- 
gress of the deal extremely carefully. There 
has only been one other important case 
of a hostile raid by a foreigner on a Ja- 
panese company — ball-bearing maker 
Minebea in 1985. Then the buyers did not 
register their holdings and the raid occurred 
at a time when the Japanese stockmarket 
was less important internationally than it is 
now. 

Although Pickens is not the most popu- 
lar entrepreneur in the US, many Japanese 
business practices are liked even less. There 
is a growing resentment in the US over the 
fact that it is much easier for a Japanese 
firm to buy an American one than the other 
way round. The high price of stock in Japan 
is one reason, but Japanese xenophobia 
is another. If Toyota were to give Pickens 
a black eye, it may not go down well in 
Kentucky, where Toyota has a large factory. 

The Finance Ministry is also treading 
carefully. Officials let it be known that Pic- 
kens did not appear to have broken the for- 
eign-exchange laws when he acquired the 
stake in Koito, having promptly declared 
the transaction to the authorities. Azabu 
Motors, however, is under investigation for 
possible contravention of two sections of the 
Securities and Exchange Law. » 


asset 78 Shenton Way would be sold turned 
out to be unfounded. But a second prop- 
erty, Marina House, was sold in March. 
That sale seems premature in view of the 
strong upswing expected in Singapore 
property values this year. It could have 
been an attempt to fight off a raider, analysts 
say. 
Marina House's sale has cut Malayan 
Credit's total debt to some S$180 million and 
the gearing ratio to 79.5%. Completion of 78 
Shenton Way will further boost cash flow. 
But finances still appear stretched by the cost 
of developing further property assets in Sin- 
gapore and minor residential property in 
Malaysia. The Teo family might conclude 
that the line of least resistance is to sell to the 
highest bidder. 

Analysts' estimates of fully diluted net 
asset value vary widely from $S$2.70 to 
S$3.60 a share. The upper figure hinges on 
the latest sale price of S$500 per ft? on units 
in luxury residential development, 
Ardmore Park. 

For its part, the KIO is not expected to 
rationalise its extensive Straits interests into 
a single company. Apart from FCC and Cycle 
& Carriage, these holdings include a 15.67% 
stake in Singapore Land, 33% of OUB 
Centre, 8.1% of Malaysian conglomerate 
Sime Darby and stakes in arms maker 
Avimo Singapore and marine engineering 
group Promet. . 3 





COMPANIES 


- Scepticism greets Philippine joint venture mine 


The scent of gold 
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By Rigoberto Tiglao in Nueva Ecija 


ON IR oy 


aburak, a small village in Nueva 

Ecija in central Luzon, is hardly the 

most obvious place to figure in a 
grandiose project by a Philippine-Malaysian 
joint venture to produce US$1.5 billion 
worth of gold. 

The joint venture which owns the min- 
ing rights has dubbed it Rio de Oro — River 
of Gold. It does not look much like it at the 
moment. The village's unused rice fields are 
pockmarked with 2m deep craters where 
the village's 80 or so poor tenant farmers, 
: helped by their wives and children, have 
-.. dug for the gravel that they pan for gold 
dust. 

There are no signs here of the prosperity, 
nor of the sudden influx of thousands of 
gold-seekers, associated with gold-mining 
areas elsewhere in the country. Yet, with the 
joint venture — between the Malaysian 
Kesang Corp. and the small Manila-based 
Avante Garde Mining Corp. — claiming 
that commercially recoverable gold in that 
area alone amounts to US$800 million, 
Maburak could be at the centre of a major 
project. The project would also involve a 
second site in Nueva Ecija and another on 
Mindoro island. 

There is, however, a great deal of scepti- 
cism in Manila about the project, for the 
Nueva Ecija area has never been identified 
as a site for commercial mining. The Kesang- 
Avante Garde project would, in fact, be the 
country's first large-scale commercial allu- 
vial gold-mining project. 

However, Avante Garde's chief geologist 
Joselito Asuncion — who has spent about a 
vear verifying gold reserves in the area — 
points out that the area's landowners have 
controlled access to the area, allowing only 
their tenants to dig for gold. Avante Garde's 
chairman Ian Gray has rejected a proposal 
by Hongkong stockbrokers to send in an in- 
dependent team of geologists to verify the 
firm's claims, saving: "It's sheer waste of 
money to call for an independent geologist. 
We're starting operations by May, and the 
equipment [supplied by Kesang] will be ar- 
riving within the month." 

Share prices of Kesang Corp., which has 
been losing money for vears, quadrupled in 
. February (REVIEW, 2 Mar.) after it signed the 
. joint-venture agreement with Avante 
Garde. The event went unreported in Mani- 
la, and was apparently ignored by the local 
mining industry. 

One of the two major figures in the affair 
is an Italian-Kenyan diamond miner Bruno 


de Vincentiis — he is also a treasure hunter 
who is currently raising money to salvage a 
16th-century Portuguese ship in Indonesian 
waters. Although he has denied owning 
any shares in Kesang, he used to hold 
part of the rights to the site through a 
joint-venture agreement with Avante 
Garde. 

In January he sold this to Kesang Corp. 
and then brokered the Malaysian firm’s joint 
venture with Avante Garde. However, 
documents which he sent to a Hongkong 
stockbroker, and which were made availa- 
ble to the REVIEW, indicate his continuing in- 
volvement in the project. 

The other personality involved is Ian 
Gray — an Australian ex-militaryman 
turned entrepreneur. Together with 
another Australian, Rodney Lawn, Gray or- 
ganised Avante Garde in 1986 as a coopera- 


tive, and loaned the money to his staff to 


make up its shareholders. 


s he tells it, Gray’s discovery of the 
A Nueva Ecija site is quite as romantic 
as the treasure-hunting exploits of his 
business associate de Vincentiis. He says he 
discovered the gold-deposits when he asked 
his driver to obtain samples of gravel in a 
construction store on his way to the Manila 
airport. He had the samples tested for gold 
in Australia, and then traced its source to 
Gapan, Nueva Ecija. 
Quite as remarkable has been Gray’s, 


Avante Garde's gold claims 


and his partner Lawn's, business career ir 


Manila. They arrived in Manila in Marct 
1986 and started a coffee shop. According tc 
Gray, they became involved in selling 
mothballed cement plants, and ended up in 
volved in some 26 mining and exploratior 
firms. Most of these firms have foreigr 
equity, and Gray claims that he has been re 
sponsible for US$37 million worth of foreigr 
investments in the mining industry over : 
three-year period. 

Gray says the Board of Trustees for the 
Avante Garde cooperative is headed by Vic 
torino Ablan, son of Ilocos Sur congressman 
Roque Ablan — a close associate of fellow- 
Ilocano Ferdinand Marcos, since before 
World War II. It was Ablan who represented 
Philippine investors in January's signing 
ceremonies for the joint venture witt 
Kesang. 

It remains unclear how the Ablan family 
became involved in Avante Garde at a time 
when most foreign investors have shied 
away from doing business with former Mar- 
cos associates. Victorino Ablan told the 
REVIEW that their family does not have any 
direct equity in the firm nor does it own the 
mining sites. The majority of the lands are 
held by the Velayo family, prominent only 
in the Gapan area. 

For a company that would be involved in 
mining millions of dollars worth of gold, the 
company's capitalisation since 1986 has 
been derisory: P100,000 (US$4,695), accord- 
ing to its latest (January 1988) report to the 
Philippine Securities and Exchange Com- 
mission, which registered it as entirely 
Filipino owned. Gray says the firm has been 
processing new documents, which would 
report the foreign equity and an increase in 
capitalisation to P1.5 million. 

The business set-up involved in the 
Nueva Ecija project is somewhat complex. 
According to Gray, Avante Garde has as- 


$ signed its mining rights to Ausmark Mining 


2 Corp. 60% owned by Avante Garde and 
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40% by foreign investors. Processing of the 
gold would be undertaken by Ausmark 
Mineral Processing Corp. which will be 
100% off-shore owned. Profits from the en- 
tire project would accrue to Hongkong- 
based Kentin, owned 70% by Kesang and 
30% by Avante Garde. 

Gray has a certain track record in both 
mining and finance. In 1987 he engineered 
the purchase of 33% of Benguet Exploration, 
a major Philippine gold producer, by New 
Australian Resources, a firm in which he has 
equity and whose Philippine operations he 
manages. New Australian Resources report- 
edly bought its stake for P87 million, and 
sold it a few months later, reportedly at a 
hefty profit. 

New Australian Resources appears to be 
closely associated with Gray in his gold-min- 
ing ventures. Avante Garde, according to 
Gray, has sold its mining rights in an area 
close to the Rio.de Oro site to New Austra- 
lian Resources for US$4.5 million. a 
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Alan Bond obtains temporary 
reprieve from tribunal 


> The Australian Broadcasting Tribunal 
iooking into the "fitness" of businessman 
Alan Bond to hold broadcasting licences 
has found him at fault on two issues. 

[t has asked Bond to present further 
defence before deciding on any penalty. 
The tribunal on 7 April found that Bond 
acted improperly in paying A$400,000 
(US$323, 363) to former Queensland 
premier Sir Joh Bjelke-Petersen, ostensibly 
as a defamation erent but actually 

to try to gain a business advantage in 

the state. It also found that Bond had 
threatened to use his television staff to 
investigate the share dealings of the 
institutional investor AMP if it continued to 
oppose his takeover of Bell Resources last 
year. The tribunal will hear further 
submissions by Bond from 1 May before 
deciding whether its findings justify the 
cancellation of his licences and the 
subsequent forced sale of his television and 
radio network. 


Singapore to privatise 
electricity and gas utility 

> Singapore's electricity and gas 
operations, controlled by the Public Utility 
Board, will be privatised within five years, 
Trade and Industry Ministry Lee Hsien 
Loong told parliament on 8 April. He said 
privatisation will give greater depth to the 
local stockmarket, but it will be done slowly 
to allow the market to absorb the utility 
operations, estimated to be worth about 
$$10 billion (US$5.13 billion). 


US aid agency to increase 
grants to Indonesia 

> Ina gesture towards Indonesia's heavy 
debt-service burden, the US Government's 
development agency USAID will provide 
most future aid as grants rather than 
concessional loans. Although some funding 
will continue to be concessional loans, an 
estimated US$55 million is earmarked for 
Indonesia as grants. The move comes amid 
a debate over whether Indonesia should 
continue to receive high levels of special 
assistance from its aid donors. 


New twist in battle for 

Union Bank of Bangkok 

P The Cholvijarn family, which controls 
management at the embattled Union Bank 
of Bangkok, offered to buy the 25% 
shareholding of Arab Banking Corp., which 
had supported an abortive management 
takeover attempt by other shareholding 
families, the Asvinvichits and the Phenjatis. 


Meanwhile, the Finance Ministry, holding a 
6.6% swing vote in the battle, has stepped 
back from its early support for the 
Asvinvichits and backed negotiations for a 
new boardroom formula to allow both sides 
equal representation. 


Indian diamond merchants 
play tough with tax officials 

> Diamond traders in Bombay and their 
ethnic Indian counterparts in foreign 
diamond centres went on strike to protest 
alleged harassment by income tax officials in 
a series of raids since February. Finance 
Minister S. B. Chavan and other top officials 
promised to curb the errant taxmen. That 
prompted revenue officers to refuse to 
conduct any more raids until they got police 
protection and assurances of support. Cut 
diamonds are India's leading export; it 
ships 55% (by weight) of the world's traded 
diamonds. 


Bus ess indicators 


Philippine labour unites 
to push for wage rises 


> The moderate Trade Union Congress of 
the Philippines (TUCP) and the militant 
Labor Advisory and Consulative Council 
have joined forces to press for a P20-25 
(US$0.94-1.17) a day increase in the 
mandatory minimum wage. Sen. Ernesto 
Herrera, who is TUCP secretary-general, and 
20 other senators have a pending bill in 
congress to increase minimum wages. 
President Corazon Aquino's government, 
fearful of its inflationary impact, opposes 
the bill. It wants the wage rise limited to 
P8.90. 


Tin producers move 

(o stem price rises 

> Members of the Association of Tin 
Producing Countries (ATPC) have decided to 
release about 8,000 tonnes of tin stocks into 


the market in a bid to stem the rapid rise in 
tin prices. Tin rose from M$22.02 (US$8.01) 
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a kg on 22 February to M$26.49 on 11 April. ` 
The sale will reduce stocks to near the 
20,000 tonnes level, at which the ATPC 
believes its export restrictions under the 
two-year-old supply rationalisation scheme 
can be lifted. A special session of the ATPC 
executive committee on 11 April revised 
downwards its estimate of remaining stocks. 
from 38,400 tonnes to 30,350 tonnes. About 
9,000 tonnes is believed to be tied up in 
litigation stemming from the 1985 collapse 
of the International Tin Council. 


> Trading i shares that pu. gone 


ex-rights on the Securities Exchange of 
Thailand will be held up for 10 minutes on 


the first day while the exchange decides 
whether bids are realistic. The move was 
taken after trades for several counters 
occurred at unrealistically high prices 
immediately after going ex-rights; the 
high-priced trades prevented the share 


| prices from falling more than 1076 per 
& trading session, drawing out the correction 


period and leaving trading in the shares 
illiquid for several days. 


Singapore's defence firm 
prepares for higher profile 


> Sheng-li, a holding company for various 
defence-related firms owned by Singapore's — 
Ministry of Defence, including the 
Chartered Industries, is taking the first 

steps towards privatisation, say market 
sources, Sheng-li has announced that it is 
restructuring its member companies and 
designing a new corporate logo to enhance 
public awareness. The Singapore defence _ 
industries have previously kept a low 
profile, with almost no domestic , 
advertising. A 1987 government-appointed 
committee on privatisation suggested that 
parts of Sheng-li may be ready for 
privatisation. 


Indonesian sawmillers forced 
to join marketing boards 


> Indonesia will require all sawmills to join — 
one of seven joint-marketing boardsinan — 
effort to stabilise prices, according to Bob 
Hasan, chairman of the Association of 
Sawmillers and Wood Products a 
Manufacturers (ISA). The boards, which will == 
be the only agencies allowed to issue export 
licences, are expected to have substantial 
leverage in setting export prices and 
determining export volumes for sawn 
timber. Hasan said the new marketing 


regulations for ISA would be similar to those 2s 


imposed by the Indonesian Wood Panel 
Association, which he also chairs. 

















m " ——— T = = - - Jc E» T was -z 

= = TEX —— TONNE] D oot um E——* =: W —-—— 7-4 x TYR CTI 
€ P 

í 


SEN ES RUAREAT H BOF SEES A 


PRICES AND TRENDS 


Lastsale to 10 Apr. Latest Previousweek 3monthsago Year ago Average of representative high-grade issues 





Ql.) ee SL 60€ 


Current delivery (Apr.) 2050-00 957.50 405.00 452 50 SSS CI A SESS. SORT". mE 


OES 1 a a OEE eR? D 02 Y y 









IO cs IEEE 2 PE aS Uo 7 






Ir 27 Tr IS MENU er) Ee A ES 





" 


DEMON — A BÉ ÉL ————Hle———M TID 







Current delivery (M 





uy 
TT WPERESOLIm TENUES RIT S 00 UENGEENSS 0000 





‘ 
ANGI y | 
PICS ETE MEER EN 0s 5; 


|Jrdtonne  (¢)Mpakg (3jU»»anoz (4)USealb (5)M$atonne (6) US¢ a60!b bushel 


^ 
dà 








J SR SET D 5^ 0:71 BERE 


UO U 


UN oA: PA RR 0 03 AC C1 





59059b(Dec.-Feb)  —US$230b(July-Sept) —US$033b(Dec-Feb) -—US$142b(Sept-Nov] FUSSI 15b (9) (Sept-Nov.) FUS$19-44b (6) (Nov -Jan ) FUSS 
: Ah cq ‘AN OGh q Ah $2 2 h T Q- ; cN) 













uly80-June81—100 ^ 0ct1987—100 Oct 84-Sept'85= TAA 1960-100 — — — —pr77-Mar78-100 — 1 
nthe. inde orage G De 27 23.6 F 017 nGaonl A Q7 (P n N () De one n 
TH dcin Pann ONIS: SS ay | \- |e 2/4 


— ÁMBITO UU t tt 
MONEY oupply (9) 






os 4$149.56b (10)(Jan Rmb 823.31b4M $365 82b (Feb Rs 1.87110) (De Rps 41-12 (Oc 418 361 (Dec M$58.18b (Sep 
MOU LOK o niia hh: rar | eS PTT, Ll eR 5 i A mene emer S 1, 


—— —eehenge-yearenrlier 31-294 — — — — 71-294 — 344-5 — — — — 3-189 gg — 4 —————— 


L1) UlliCiar and other estimates OL GUP (GNP in Japan) (2) Consumer Price Index A. (3) M2 or currency plus bank deposits (4 








iU reninsutdr Malaysia only (9) IMF Getinilion of reserves minus gold except lor Singapore (6) Customs be 


68 FAR EASTERN ECONOMIC REVIEW 20 APRIL 1989 
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Effective exchange rates 
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STOCKMARKETS 


a a a /akeshita’s travails trouble Tokyo ww a Seoul 


slumps www no stopping [apet aaa Hongkong in the doldrums =a 
C7 e 
bombay booms in period ending 10 April = =. 


Nikkei Stock Average, 32,999.02 


34.000 








24.000 
JJASONDJFMAM 


Hongkong 


Hang Seng Index, 3,021.43 








2,400 
JJASONDJFMAM 


All Shares Index, 323.82 


JJASONDJFMAM 


KLSE Composite Index, 419.54 


370 


310 


JJASONDJ FMAM 


All-Ordinaries, 1,412.70 


1,200 À 
JJASONDJ FMAM 


New Zealand 


Barclays Index, 1,849.17 
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The rally continued for seven days until 


doubts about the Takeshita government's 


survival prompted profit-taking. The 
index ended slightly lower, and daily 
turnover averaged 1.4b shares worth 
¥1.8t (US$13.6b). Steels, machinery and 
food stocks gained but construction 
issues faltered. Daikin Industries rose 
Y220 to * 1,470. 


The market hit the post-earnings season 
doldrums in the holiday-shortened 
period. Turnover dwindled to average 
388m shares a day worth HK$891m 
(US$114.2m) — among the year's slackest. 


There were few rumours, little news, and | 


no excitement on Wall Street, to enliven 
trading. Hongkong Electric rose 30 HK 
cents to HK$7.90. 


Malaysian stocks remained in favour, but 


was high for the fourth week running, 
averaging 93.1m shares a day, valued at 
S$140.7m (US$72.2m). Two stocks were 
indicative of the trend: Tan Chong 


Motors rose 14.5 cents to S$1.14 on good | 


corporate results but SIA Foreign took a 
705 cents tumble to $$16.60. 


The surge in tin prices and a bullish 
property report by the government sent 
investors hurrying to both sectors. 
Volume averaged 36.1m shares a day, 
valued at M$64.8m (Us$23.6m). Lower- 
liners continued to benefit from 
speculative interest. IGB Corp. rose 66 M 
cents to M$3.38 while Timah Langat rose 
30 M cents to M$10. 


The market slumped below a major chart 
support level early in the period, 
triggering technical selling which 
depressed prices to an 11-month low. 
Selling focused on interest-rate sensitive 
stocks, particularly banks. Turnover rose 
to 593.7m shares worth A$849.7m 
(US$686.9m). Westpac fell to A$4.95, ANZ 
to A$4.79. BHP slipped to A$7.48. 


Renewed political uncertainty pushed the | 


market down again, with the main 
interest coming from overseas buyers. 
Volume was 41.55m shares, worth 
NZ$62.87m (US$38.4m). The Bank of New 
Zealand slid after its credit rating was 
slashed. Fletcher Challenge fell 29 Nz 
cents to NZ$4.86, but Brierley Investments 
was up 3 NZ cents to NZ$1.45. 
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The market slipped after profit-takers 
moved in to end a rally which had 
pushed commercial-industrial blue chips 
to record highs. Turnover averaged 1.4b 
shares worth P143m (Us$6.69m). Interest 
in oil issues remained, due to optimism 
over a second oil well off Palawan island. 
PLDT fell from 2287.50 to 2272.50, while 
San Miguel fell P8 to 2191. 


The market slumped as the spring labour 
offensive gathered mementum and 
political tension over Moon Ik Hwan’s 
unauthorised visit to North Korea 
remained high. Daily volume dropped to 
average 15.9m shares, worth Won 
381.86b (US$578.6m). Securities and car 
stocks fell, but paper and food shares 
managed modest gains. 


Despite the previous week’s tightest 
credit squeeze to date, investors remained 
optimistic and the index soared 556 
points. Average daily turnover was 
worth a record NT$69.66b (Us$2.57b). 
Buying focused particularly on food and 
cement sectors. Ve Wong Foods shot up 
16.6% to NT$98.50, and China Rebar rose 
from NT$46.70 to NT$53.50. 


Strong interest continued in smaller 
issues and construction counters, and the 
index rose over the week. Trading rules 
prevented Tisco’s price from adjusting 
after going ex-rights, with the result that 
the index was somewhat distorted. 
Volume rose to 6.4m shares worth 

Baht 671m (Us$26.3m) daily. Union Bank 
rose Baht 80 to Baht 392. 


The market scaled new heights late in the 
week. The upturn looked especially 
bullish since it came just before the end of 
a settlement period, when prices are 
usually subdued. The index jumped 
another 3% after the weekend, before 
profit-taking applied the brakes. Bajaj 
Auto gained Rs 27.50 (Us$1.77) to close at 
Rs 445. Reliance rose Rs 15 to Rs 156. 


A dull period of light trading saw the 
Dow Jones Industrial Average remain 
virtually unchanged. The market spent 
most of its time waiting for employment 
figures, which, on arrival, proved 
frustratingly inconclusive. An average of 
150m shares were traded daily. The 
Morgan Stanley Capital International 
Index rose slightly. 
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ARAB 
BANKING 
CORPORATION (BSC) 


FINANCIAL HIGHLIGHTS 
AS AT 31 DEC. 1988 


Financial Highlights- 1988 
1988 1987 
EREnT HE UNE 3) 

Total Assets 19,127 17,548 
Total Loans & Advances 8,211 7,333 
Marketable Securities 1,177 1,268 
Deposits with Banks & other Financial Institutions 

(Placements) 8,205 7,422 
Total Deposits 15,881 14,322 
— Deposits from customers 7,484 5,538 
— Deposits from Banks & other Financial Institutions 8,397 8,784 
Total Capital Resources 1,805 1,726 
Shareholders’ Funds 1,144 1,058 
Pre-tax Profits 142 *(203) 


* All operating profits after minority interests were allocated 
to provisions together with transfers from reserves and retained earnings. 


Branches 4 Representative Office @ Subsidiaries € Affiliates 


Nee Banking Corporation (D.5.C. ) 
The bank with performance and potential. 


Head Office: ABC Tower, Diplomatic Area, P.O. Box 5698, Manama, Bahrain 
Telephone: 532235, Telefax: 533163, Telex: 9432 ABCBAH BN 





CLASSIFIED ADVERTISEMENTS 


Appointments 








Radio Netherlands, the Dutch World Service, invites applications for the position of 


producer m/f 


in its English Language Service for Asia. 


Duties include the production and live presentation of radio programmes, both broadcast on 
short-wave and distributed via our Transcription Service to English speaking listeners 
world-wide. 
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The successful candidate should have wide experience of programme-making, and be able to 
produce and present both news and magazine programmes. : 
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He or she should have a keen interest in international current affairs, especially Asian affairs. 
Excellence in the English language is essential. 

The appointment will be for an initial period of one year. 

Salary will be between Dfi. 44.360,- and Dfi. 73.280,- (before tax) per annum (approximate 


equivalent in US dollars 20.538,- and 33.926,-), depending on age and experience, as laid 
down in the Collective Labour Agreement for Broadcasting Staff. 
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Applications must be sent together with a curriculum vitae, a recent photograph and 
examples of recent (radio) work, within three weeks to 
Radio Nederland Wereldomroep, P.O. Box 222, 1200 JG Hilversum, The Netherlands. 


Radio Nederland Wereldomroep 








INTERNATIONAL CENTRE FOR 

DIARRHOEAL DISEASE |. 
oe” RESEARCH, BANGLADESH 
ADVERTISEMENT 
The International Centre for Diarrhoeal Disease Research, Bangladesh 
(ICDDR,B), is a non-profit international medical research institution 
situated in Dhaka, Bangladesh. Its aíms are to conduct research and train- 
ing in diarrhoeal diseases and related subjects of nutrition and fertility, 
and to develop improved health programmes for control of diarrhoeal dis- 
eases in developing countries. It is also involved in major demographic sur- 
veys. There are four scientific divisions: Clinical Sciences, Laboratory Sci- 
ences, Community Health and Population Sciences. Salary scales, rules 
and du eA n are similar to those followed by the UN. The 1,400 employ- 
ees include 200 researchers coming from 13 countries. ICDDR, B is sup- 
ported by 21 countries and international organizations, including WHO 
and UNICEF 







ASEAN 
CONSULTANTS 


The Canada-Asean Centre (CAC) is presently 
soliciting letters of interest to register with CAC from 
firms or individual consultants with expertise in Third 
World Development specifically in the areas of 













Human Resource Development, Education and 
Training. 


Consultants must be either firms owned by ASEAN 


nationals or Canadian firms established in the 
ASEAN region. 


Apply with C.V. and letter of interest (5 pages 
maximum) outlining experience in project planning, 
management, monitoring and evaluation, and also 
include consultancy fees expected to: 


Professional Services 
Canada-Asean Centre 
Robinson Road P.O. Box 845 
Singapore 9016 


All letters will be treated confidentially. 








The ICDDR, B seeks for immediate appointment an External Relations 
Officer whose primary responsiblities will be dens a andexter- 
nal relations. These include: organizing and co-ordinating the fund raising 
activities of the Centre; pannus and forecasting donor contributions an- 
nually; arranging commitments from donors to meet the Centre's resource 
requirements; maintaining liaison with and providing information to eur- 
rent donors and other organizations and agencies, and establish contacts 
with prospective donors; advising scientists in formulating proposals for 
presentation to donors for funding, etc. D EE | 
Requirements: The ideal candidate will be mature, with previous senior 
level experience in research organization and proven skill in international 
fund raising, in dealing with Donor Governments and/or funding organi- | 
zations. He/she will be willing to travel and have a sound knowledge of fi- 
nancial matters. , 

The appointment will be made for three years at UN salary level up to P-5 
according to experience and qualifications; applicants should send their 
curriculum vitae and names of three referees to: The Chief Personnel Offi- 
cer, ICDDR, B, GPO Box 128, Dhaka-1000, Bangladesh. 





For QUALITY response... 
advertise in this section. __ 





Property 


129 ROOM MOTEL 
LAS VEGAS, NEVADA 
3 ACRES OF LAND ON LAS VEGAS BLVD. 
$3,750,000.00 
BEST WESTERN, WESTWIND 
PRIMES SO. CALIFORNIA BEACH PROPERTY 
NON-SEASONAL. NON-RENT CONTROL 
JUST 20 MINUTES TO LAX 
LUXURY. OWNERS PENTHOUSE & 11 UNITS 
UN-OBSTRUCTABLE OCEAN & CITY VIEWS 
Security system, Pool, & Elevator 
$3,500,000.00 
Just 2 blocks North is 

"58" OCEAN FRONT UNITS 
Pool, security, city & ocean views 

Corner lot, and breath taking 

$10,500,000.00 
VIDEOS AVAILABLE UPON REQUEST 
Real Estate Broker 
RoseMarie Cerda-Jones 
FAX# 213 540-2607 
or write 

800 So. Pacific Coast Hwy. #307 
Redondo Beach, CA 90277 U.S.A. 


Personal 













WEALDEN HOUSE 
FREE RELOCATION SERVICE 
For properties in the U.K. We have a 
comprehensive portfolio of properties 
throughout the U.K. Full property marr 
agement services also available. 
Birdbrook, Stonegate, Wadhurst, East 
Sussex, England. TN57EU 

Tel: 0435 883517, Fax: 0892 515789, 
Telex: 9312102325 TWG 












Fo sale, by private party, 
framed, signed lithographs by ar- 
tists: Gorman, Dali, Chagall, 
Miro, References and authen- 
ticities provided. Contact JOHN 
OGDEN, 3893 East Long Place, 


If you have something Littleton, Colorado 80122, 
to say... sayit U.S.A. (303) 779-5048, 
in the Classifieds! 


Business Opportunity 

















U.S.A. —. HOTEL/CASINO 
For sale, 200-room hotel and 
casino. Best location down- 
town Heno, Nevada, on Truc- 
kee River. 2.3 acres. US$16.5- 
Million. Call DENIS PRE- 
SCOTT (Hawaii) 808-329-0885 
before 10 am; after 6 pm. 





CANADIAN FARM LAND 


Investor wanted to invest in Sas- 
katchewan Farm. Specíalizing in 
wheat, durum and lentil produc- 
tion. Excellent growth potential. 
For more information contact: 

Rae Lee Farms, Box 266 Kin- 
dersley, Sask. Canada, SOL 180. 







Readers are recommended 


to make appropriate enquiries and take appropriate advice before 
sending any money, incurring any expense or entering into a binding 
commitment in relation to an advertisement. The Far Eastern Eco- 
nomic Review shall not be liable to any person for loss or damage in- 
curred or suffered as a result of his/her accepting or offering to ac- 
cept an invitation contained in any advertisement published in the 
Heview. 









This space is reserved for 
Classified Advertisements 


Reservations should be addressed to: 
International Classified Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
Tel: 5-8328300 Telex: 62497 REVAD HX 





Education & Courses 





ST. GEORGE'S SCHOOL 
(Founded 1927) 
CH-I815 Clarens-Montreux 
Beautiful lakeside British international boarding school for bar aged 
39-19 years. Preparation for university admission by G.C.E. «On & «A» 
and American S.A.T. & C.E.E.B. Computer Science. Intensive English & French. Own swim- 
mag gooi tennis & basketball courts {indoor & outdoor), 
SUMMER COURSES FOR BOYS & GIRLS (9-16 years). 
Tel: 21/964 3411, Tx: 453131 


School year courses (iom 15 to 22 years) 


French and «Finishing», French and Art, French and English | | 
(intensive). Many optional courses — Winter sports. 


Summer holiday courses 
(from 12 to 18 years). French ~ English - Cooking - Sports 














MONT-FLEURI 
International School 
for Giris 


For information: 
Mr. and Mrs. F. Sidler-Andreae, SURVAL-Mont-Fleuri, Route de Glion 44, 
CH-1820 Montreux 1, Phone 021/963 86 63, Telex 453162 surv ch, Fax 021/9637013 1 


$ LE MANOIR "|| 
CH-286280 LA NELIVEVILLE TEL. 038751 36 36 | 
COMMERCIAL STUDIES Secretary Diplomas |E 
Computer LANGUAGE STUDIES, intensive French 
English - German ~ Spanish -~ italian ~ Summer 
Holidays Courses 
EDUCATION WHICH LEADS TO SUCCESS | 


_ Ta INSTITUTE ALPIN 

(i  VIDEMANETTE 

< —- Rougemont by Gstaad en 
Institute for girls (age 16 to 20 

Languages - commerce ~ cooking and sewing. Examinations of Alliance Francaise and Came 1: 


bridge - GCSE language examinations and French «A» level. Winter Sports. Own tennis | 
court and swimming Pe . Beginning of the school year: October. Summer Camp for | 
ü 






























1% 









ol. Begi 5 
giris age 12 to 16 in July. Dir: Mrs. C. L, Yersin, Tel. 02974 8132, CH-1838 Rougemont, | 

















€ IGCSE and A Levels, Cambridge Board 

@ Preparation for the International Pu 
Baccalaureat in French 

9 Modern Languages ~ French, English, 
Spanish, italian, German 

€ School of commerce (two years’ course 
with emphasis on languages) 





Brillantmont 

Av. Secrétan 16, CH-£005 Lausanne 
Tel. 021/22 47 41 (from May 12th,1989: 021/312 47 41) 

Telex: 450 472 BMCH, Telefax: 021/20 0417 Boarding school for girls 13-19 



















KS C€H-1012 Lausanne/ 
: institution 4a noses (Lake of Geneva) 
‘ A x 454661 cm 
Chateau Tel. 021/288777 
Fax 021/28 88 64 





INTERNATIONAL BOARDING SCHOOL FOR GIRLS. © Beautifully situated, Finest | 
facilities for study and residence, tennis court, E $ Comprehensive academic program in 
smali classes @ intensive French and English. Language lab. @ Full American Program. Grades 8-12, CEEB, 
TOEFL, AP. PG year. @ Secretarial and commercial courses. Computer science @ Diversified activities: art, 
music, ballet, cookery, sports Ed. trips. Winter vacations. Summer course. 


Study in Lausanne 


@ intensive French Courses (Alliance francaise) 

& English all levels (Cambridge and RSA} 

@ Diploma: commercial, secretary and executive secretary 
© Maturité suisse @ Baccalauréat frangais Boarding 







@ Computer science Word processor accommodation 
€ Summer Courses june-Sept. Ecole Lémania 
informations: Tet. 21/2015 01 3, ch. de Préville 


Fax 021/22 67.00, Telex 450600 ef ch CH-1001 Lausanne 
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EDUCATION IN ENGLAND 


Send your son to School in England 





English Independent Schools offer First Class Educational and Social Advantages 


Sherborne School Study Centre provides 
Specialist Preparation for Admission to Good Schools 


The 'Bridge' to the Bast in English Education 


Details from: 
Sherborne School Study Centre, Greenhill House, Sherborne, Dorset, UK 


Tei: 08365 814743 


Book burner banned 


At the heart of The Satanic Verses storm in 
Pakistan is Maulana Kausar Niazi. A leading 
figure in the current Islamic fundamentalist 
protests against the book, Niazi was refused 
a visa to the US on 7 April — hardly surpris- 
ing since he was at the forefront of a mob 
that attacked the American Centre in Is- 
lamabad in February. 

Niazi's politics appear to have come full 
circle: he started out in the 1960s as a leader 
of the fundamentalist Jamiat-e-Islami, went 
on to be one of its 
sharpest critics in the 
1970s and is now back 
in the Jamiat fold. 

Niazi joined the Pa- 
kistan People's Party 
(PPP) in 1969 soon after 
his weekly magazine, 
Shahah, had published 
scurrilous criticism of 
the Jamiat. He was 
minister of informa- 
tion and religious affairs in the government 
of the late prime minister Zulkifar Ali 
Bhutto. A close drinking buddy of Bhutto's, 
he was nicknamed Maulana Whiskey. 

After the Zia coup and public disagree- 
ments with Bhutto's widow, he broke with 
the PPP and faded from the limelight until, 
with Gen. Zia's help, he became a senator in 
the upper house in 1985. He remains 
adamantly opposed to what he terms the 
hegemony of the Bhutto family over the PPP. 
Niazi's critics say he is using the controversy 
over The Satanic Verses as a vehicle for a poli- 
tical comeback. He admits he has not read 
the book. 


BARNY LEE 





Unsympathetic supporter 
Hongkong businessman and pro-com- 
munist publisher Xu Simin, 75, emerged as 
one of the fiercest critics of the Chinese Gov- 
ernment during the recent Chinese People's 
Political Consultative Committee (CPPCC) 
meeting in Peking. Burma-born Xu, long a 
supporter of the Chinese Communist Party 
(CCP), was first appointed to the CPPCC in 
1949 after the communists took over the 
mainland. Last month, however, he slam- 
med Peking for not controlling Chinese 
cadres engaged in Hongkong business and 
for China's poor human-rights record. 

Xu comes from a family with solid revo- 
lutionary credentials. His father ran a suc- 
cessful business in Rangoon and was a 
member of Sun Yat-sen's revolutionary 
league to overthrow the Manchu dynasty. 
In 1937, Xu took part in the campaign 
against the Japanese invaders and began 
forging his ties with the CCP. 

Xu and his family fled Burma for China 
in 1964 after their property was nationalised 


74 
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in Ne Win's military coup. There, he was 
caught up in the Cultural Revolution, 
though spared the worst excesses. He came 
to Hongkong in 1976 and set up an import- 
export business trading with China. He is 
also publisher of The Mirror, a Chinese-lan- 


guage monthly magazine. 


‘Genghis Khan’ to the rescue 


William Simon, former US treasury secret- 
ary, is used to crisis management and is re- 
garded as a man of vision. Both these attri- 
butes no doubt will be invaluable to troubled 
Australian media empire John Fairfax, 
which has appointed him to its board of di- 
rectors. Simon, a vastly experienced invest- 
ment banker and former senior partner of 
New York’s Salomon Bros, joined the US 
treasury in 1973 as energy tsar during the 
Arab oil embargo. He later succeeded 
George Shultz when he left the Nixon ad- 
ministration. 

Simon apparently was recruited to Fair- 
fax by the mother of Warwick Fairfax, Lady 
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To INVEST : 
Mary, a personal friend. Son Warwick's ill- 
timed privatisation move just before the 
1987 stockmarket crash has left the company 
struggling with a A$1 billion (US$822 mil- 
lion) debt burden. 

While he has a brilliant financial record in 
most respects, Simon's only other en- 
counter with Australia was as a director of 
New Zealander Bruce Judge's doomed 
Ariadne Australia, which ended in disaster. 

Quotes about and by Simon are legion. 
The high priest of market forces, Milton 
Friedman, said Simon was competent "at 
solving problems that should be solved, but 
not good at solving problems that should 
not be solved." Within Fairfax there are 
those who recall with fear that Simon once 
described himself as "Genghis Khan." But 
there are the optimists who counter that 
with his other quote: "At this stage in my life 
[he is 61 and the father of seven] I’m only in- 
terested in doing things that are fun, pro- 
vided that it also earns me some money." 
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Success brings a challenge 

One of America’s leading sinologists, 
Richard Solomon, 52, has been nominated 
to be the next assistant secretary of state for 
East Asia. The tall, curly-haired Solomon 
learned Chinese in Taiwan and Hongkong, 
wrote his thesis on Mao Zedong and Chi- 
nese politics at the Massachusetts Institute 
of Technology and was a professor in politi- 
cal science at the University of Michigan be- 
fore joining the National Security Council 
(NSC) under Henry Kissinger in 1971. 

One of his memorable moments in his 
five years at the NSC was a meeting with Mao 
in the company of president Gerald Ford. A 
photograph of him with Mao still adorns the 
wall of his State Department office. After 
nearly a decade in academia and the private 
think-tank the Rand Corp., Solomon re- 
joined the government in 1986 as head of the 
State Department's policy planning staff. 

Solomon's State Department colleagues 
speak highly of him. "Dick takes his job very 
seriously but not himself,” says one col- 
league. “He has a great sense of humour." 
That quality will do him no harm once he is 
confirmed in his new post. As he puts it, the 
US will have to "cope with the challenges of 
success in Asia." 

Solomon is partial to French cuisine and 
Sichuan food, and relaxes by listening to 
jazz and skiing when he has a chance. 


A quiet city shaper 

The biggest landlord in Singapore is not 
some flamboyant property tycoon but unas- 
suming civil servant Liu Thai Ker, 51, chief 
executive since 1979 of the Housing Deve- 
lopment Board (HDB), in whose flats 86% of 
the population live. On 1 May, he be- 
comes head of the Urban Redevelopment 
Authority, a statutory 
board, which owns 
prime land and prop- 
e 
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He will take charge 
of the masterplan for 
the city state, decide 
how major parts of the 
city should look like as 
well as which old 
buildings should be 
preserved. 

An architect by training, Liu is generally 
regarded by people who work with him as a 
liberal and thoughtful man though the 
agency he runs, HDB, is often considered 
draconian and extremely bureaucratic. 

Liu, born in Muar, Malaysia, was edu- 
cated in Australia and the US and did a brief 
stint at the firm of renowned Chinese 
American architect I. M. Pei. He is interested 
in the performing arts and likes Thai food. 
He is married to an ex-journalist. a 
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They stand as a mystery on the landscape. A marvel 
of seeming herculean effort. And a towering tribute to the 
spirit and vision of their creators. 

It is with the same willingness to follow a seemingly 
impossible idea that Epson have grown to be a company of 
innovative products and technologies. Our open Curiosity 
has led us to design the first printer small and fast enough 
to work in a calculator. A desk-top performance computer 
compact enough to fit into a briefcase. And a wide selection 
of IBM® PC compatible computers that are as easy to use 
as they are to afford. 

Of course, such feats are not accomplished solely by 
our imaginative spirit. As with a magician's sleight of hand, 
Epson's precision technologies are behind each innovative 
leap. Like turning our early work with liquid crystal displays 
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into an extraordinary flat-screen high-resolution LCD TV that's 
SO tiny, it fits in the palm of your hand. Or transforming 
ourselves into the world's leading printer 
manufacturer. 

Looking back in time or towards the 
future, we can't help but notice an 
outstanding phenomenon. Give an idea 
lots of headroom and = € " A 
a solid base and yu | ^^ oS 
never know what ERE 
you might = 
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LETTERS 


Duplicity in the search for peace 
Thailand's courting of Hun Sen has truly 
damaged the prospects for a negotiated 
peace in Cambodia. Both Vietnam and the 
regime of Hun Sen now feel they no longer 
have to make any concession towards a poli- 
tical settlement. 

In fact, Thailand has been following a to- 
tally contradictory policy. On the one hand, 
it provides sanctuary and aid for the genoci- 
dal Khmer Rouge; on the other, it invites the 
regime installed by Vietnam for talks. The 
first policy has been instrumental in the re- 
surgence of the murderous Khmer Rouge to 
the point that they are threatening an inde- 
pendent Cambodia. The second has almost 
jeopardised the year-long efforts by Prince 
Sihanouk to find a non-military solution to 
the crisis. Hun Sen has already changed his 
earlier compromising tone. 

It is important to realise that both the 
Khmer Rouge and Hun Sen have no legiti- 
macy — one is a home-grown tyranny, the 
other is foreign installed. The true govern- 
ment of Cambodia exists already. Had there 
been no American-sponsored coup, Cam- 
bodia under Sihanouk would be to this day 
a peaceful and prosperous country like 
Malaysia or Thailand. 

In the eyes of the international commun- 
ity, Sihanouk remains the legitimate ruler of 
Cambodia. Other elements can be accepted 
as long as they accept his leadership. 

Ottawa MAHMOOD ELAHI 


Banker's friends not to blame 

As a former executive director and a current 
director of the Bangkok Bank, I can testify 
that the friends of the late Chin Sophon- 
panich were never responsible for any large 
problem loans for the bank, contrary to your 
artide The giant stirs [COVER STORY, 13 
Apr.]. 

For example, Sawang Laohathai, a man 
in his late 40s, was never "an old friend and 
partner of Chin" (who would be 79 if he 
were still alive). 

Bangkok PRAYOON VINYARATN 
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Burma's government in waiting 

The break from the Communist Party of 
Burma by ethnic units proclaiming ac- 
ceptance of multi-party democracy and 
federalism has given greater momentum to 
the pro-democratic forces. These now com- 
prise students, monks, ethnic minorities, 
those in exile and the various opposition po- 
litical parties, representing the whole spec- 
trum of the population. 

It is the uniform antipathy towards the 
Rangoon regime and not ideology that is 
the driving force. The Burma National 
Democracy Front and the National Demo- 
cratic Front between them control large 
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tracts of territory. The stage is set to form a 
government in exile which will provide a 
credible alternative to the regime in Ran- 
goon. | 

Should such a government be estab- 
lished, the international community must 
give recognition where it is due and reject 
the Saw Maung regime, which has consis- 
tently failed because of its aggressive Bur- 
manisation policies. 
Perth 
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Who dares to define ‘terrorism’? 

Iam extremely disappointed with my fellow 
Malaysian Chan Leng Sun [LETTERS, 30 
Mar.] who, despite living in a tolerant Mus- 
lim country, has failed to show an under- 
standing of how deeply Muslims feel about 
their religion. Does he know what "ter- 
rorism" actually means when he refers to. 
the Ayatollah's sentence on author Salman 
Rushdie. 

“Terrorism” is the term so brazenly 
used by Israel against the Palestine Libera- 
tion Organisation (PLO). When an Israeli sol- 
dier is a casualty in an attack by the PLO, Is- 
rael sends in fighters to bombard whole 
towns or villages in Lebanon, indiscrimi- 
nately killing men, women and children. 
President Reagan sent in fighters to kill Col 
Gadaffi in Libya. In the process innocent. 
men, women and children were killed in- 
stead. 

What is Chan’s so-called “sheer force of 
mob pressure” compared with the use of 
military might by the US and Israel. Nobody 
cares about the PLO which is fighting to re- ` 
gain a homeland taken from its people by - 
the Western powers and handed to the Is- 
raelis. On the other hand, the West takes it - 
upon itself to protect a writer who shows no - 
sense of basic respect for religion on the pre- 
text of championing freedom of speech. 
Kuala Lumpur L B. RAHIM 
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Christian views of Moon's visit 

Mark Clifford's article A Christian dialogue 
[6 Apr.], was excellent except in one respect: 
he implies Christian approval of Moon Ik 
Hwan's trip to North Korea. Moon's un- 
qualified endorsement of North Korean pro- 
posals on reunification and of Kim I1 Sung 
has in the eyes of most of the Christian com- 
munity subverted his avowed purposes — 
reflecting a sort of lone-wolf gamesmanship 
— and has set back rather than fostered 
North-South dialogue. 

Seoul HORACE G. UNDERWOOD 


Your report [6 Apr.] on Moon Ik Hwan's 
travels to North Korea was welcome in the 
context of the efforts by Christians to play a 
conciliatory role in Korea. i 
One point requires correction, however. 
Chung Kyong Mo was inaccurately de- 
scribed as a "pro-Pyongyang Korean whois- 
a resident of Japan.” Although currently re- _ 


Today's handicrafts. 
Tomorrow's antiques. 


In these days of mass 
production, robots and high 
technology, it's hard to believe 
that such original hand-crafted 
Work is still being produced. 
And its even harder to believe 
the prices. 

But then Spain is full of 
surprises. 

Many things are made just as 
they were 200 years ago, with 
skills handed down from 
generation to generation. 
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Spanish shops today. In years 
to come many of them may find 
their way into Spanish 
museums. 
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and colours, varying from 
region to region. Fine 
metalwork, intricately encrusted 
with gold and silver, a speciality 
of Toledo. Wrought iron, fans, 
clocks, jewellery, ceramics and 
leather suitcases. You'll be 
needing one! 

Spain's handicrafts. 
Tomorrow they may become 
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Today they're the biggest 
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siding in Japan, Chung is not "pro-Pyong- 
an 

: Hi prolific author, editor of an indepen- 
dent journal on Korean literary, cultural and 
political affairs, and an ardent Christian, 
Chung has often written critically of the 
South's dismal record on human rights and 
democracy, thereby incurring the wrath of 
the authorities in Seoul. 

Chung's courage in speaking out is 
matched by the boldness of his trip to the 
North with Moon. Schoolmates at Atlanta's 
Emory University in the late 1940s, the two 
served as interpreters for the US Army dur- 
ing the Korean War. They share a sense of 
Korea's tragically divided modern history. 
Washington DAVID H. SATTERWHITE 


NZ Steel and the government 

In Colin James' article on the New Zealand 
Government's privatisation programme 
[Advancing under fire, 26 Jan.], several in- 
correct statements about New Zealand Steel 
were made. In referring to the sale of the 
government's shareholding in NZ Steel to 
Equiticorp, James makes the claim that “the 
sale price represented a loss of NZ$2.2 bil- 
lion [US$1.35 billion] on the NZ$2.5 billion 
the government had injected into the com- 
pany over the previous 18 months to keep it 
afloat." This is incorrect. NZ Steel received 
no injection of funds from the New Zealand 
Government to "keep it afloat." The facts 
are; 

» The government unilaterally withdrew 
from a joint venture with NZ Steel and in the 
process took over NZ$1.9 billion of debts in- 
curred by the 60%-government controlled 
joint venture, reflecting massive cost over- 
runs due to industrial relations problems in 
constructing expanded steel mill facilities. 

> At the same time, the government with- 
drew interest-rate concessions, raw material 
supplies and tax concessions worth at least 
NZ$1.6 billion from NZ Steel. 

> NZ Steel gained no benefit at all from 
these actions and the sale of the govern- 
ment's shareholding for NZ$327 million to 
Equiticorp meant the government lost no- 
thing as a result of its withdrawal from the 
joint venture. 

James also refers to the “huge tax write- 
offs that went with NZ Steel [NZ$700 mil- 
lion]." Again this is incorrect. The facts are: 
> NZ Steel has no special tax deductions or 
benefits. NZ Steel will be depreciating its 
plant and equipment on the same basis as 
any other owner of heavy plant and equip- 
ment could depreciate within New Zealand 
tax laws. 

M Equiticorp acquired no existing tax bene- 
fits in buying the government shareholding 
in NZ Steel. This is in contrast to the special 
legislation passed to enable Fletcher Chal- 
lenge to acquire Petrocorp with its substan- 
tial accumulated tax losses. 

P The tax deductions available to NZ Steel 
are no different under private ownership 
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than they would have been under con- 





tinued government ownership. 
A. L. FERGUSSON 


Auckland Managing Director, NZ Steel 


Attractions of the Clob system 

I refer to Nick Seaward's article, Malaysia 
clobbered [13 Apr.], and wish to respond on 
some points. 

The cost of the Stock Exchange of Singa- 
pore's (SES) Central Limit Order Book (Clob) 
system was substantially overstated. The in- 
cremental cost to move to Clob, plus the 
hardware carried over from the previous 
trading floor system, does not exceed 5$15 
million (US$7.69 million). 

When the exchange moved its trading 
floor to the OUB Centre in July 1988, it intro- 
duced two new systems of trading: an order 
routing system for transactions on the trad- 
ing floor, and a floorless trading system, 
Clob, for the SESDAQ, cash, odd-lot and buy- 
ing-in markets. 

With the two trading systems function- 
ing simultaneously, the superiority of Clob | 
was clearly visible. It was easier and faster to | 
execute trades through Clob, and cash and 
odd-lot markets saw increased activity fol- 
lowing its introduction. By September 1988, 
it was obvious to the SES what direction it 
should take. Additional hardware necessary 
for the full implementation of Clob was or- 
dered. Testing of the enhanced Clob system 
began in November 1988 when a competi- 
tion game was held among all dealers and 
remisiers. The game enabled the SES to sort 
out the problem areas and further refine 
the system. Preparations for the introduc- 
tion of the enhanced Clob system were com- 
pleted before the end of the year, and im- 
plemented, in phases, from 2 February. 

As the above events show, the develop- 
ment of Clob took its own course; the pace 
of its development was not at any time 
speeded up because of developments in the 
Kuala Lumpur Stock Exchange's Trading 
Support System. PETER CHIA 
Singapore Stock Exchange of Singapore 


Victims in a bizarre human tragedy 

I refer to the story The forgotten men [5 Jan.] 
on South Koreans who have spent many | 
years languishing in prison for alleged viola- | 
tions of the 1948 National Security Act. 1 am 
one of those people. We have become social 
outcasts, victims in a bizarre human | 
tragedy. Two hundred of us are still locked 
up in five special gulags, while many have 
died during their incarceration. Others have 
committed suicide out of despair. 

Kwangju Prison 'A PRISONER' 


Pseudonyms are accepted, but letters intended for 
publication in these columns must bear the 
writer's signature and address. 
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After a decade of 
isolation, Vietnam 
has a chance to 
reintegrate into the 
world economy as 
prospects for a 
peace settlement in 
Cambodia improve. 
It will not be easy, 
in view of the 
country's near 
economic collapse, but businessmen, aid 
agencies, and governments are all looking 
at Vietnam's opportunities. REVIEW 
Indochina correspondent Murray Hiebert 
reports from Hanoi on the battle for 
development, details the growth in trade 
and foreign investment, and examines 
Vietnam's crippled infrastructure, while 
REVIEW correspondents around the region 
assess the aid Vietnam is likely to receive. 
Our cover photograph by Kraipit Phanyut 
(The Stock House) shows a mostly 
youthful view from the bottom of an 
entrance to an abandoned underground 
tunnel; from which the communists 
launched many an offensive during the 
Vietnam War. 
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Regional Affairs 


South Korea: Radicals 

A rise in extremism from both Left and 
Right casts shadows over the country’s 
social and economic life 10 
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Mute On Muslims 


The Indonesian military still has not 
revealed the full extent of an outbreak of 
rural unrest reported from the eastern 
island of Sumbawa, in Nusa Tengara Barat 
province. But visitors to the area report a 
high degree of militancy among the local 
population whipped up by radical Muslim 
preachers. Meanwhile, at the other end of 
the country in the North Sumatran 
province of Aceh, a rash of anti- 
government speeches by a radical 
preacher said to have received a “Libyan 
education” prompted the army to send 

an armoured unit to investigate an area 
close to the natural gas installation at 
Arun. 
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China : Student Protests 

Students march to the Chinese Communist 
Party headquarters in Peking to mourn the 
death of former general secretary Hu and 
demand greater democracy 11 


India-Nepal : War of Nerves 

Mutual political suspicions underlie the 
Indo-Nepalese dispute on trade and 
transit 12 


Singapore : Salaries 

TheSingapore publicis not happy with the 
30% pay increases for government 
ministers and civil servants 19 
Philippines : Communists 

The government daims that communists 
are finding it difficult to get new recruits 
and weapons. And a communist military 
leader explains his new insurgency 
strategy 20 


Ballistic Training 

US officials are investigating a report that 
Pakistani technicians have been working 
alongside Chinese counterparts in setting 
up CSS-2 East Wind missiles in Saudi 
Arabia that Peking sold to the Saudis last 
year. Although Pakistan tested a short- 
range rocket as part of its effort to match 
the Indian missile-building programme, 
the Pakistani programme is far behind 
India's. Training Pakistani personnel in 
installing Chinese ballistic missiles in Saudi 
Arabia could help China secure sales of 
similar weapons to Pakistan. 


Foreign Asset Management 


The Japanese Finance Ministry has let it be 
known that at least three, and possibly as 
many as eight, foreign asset managers will 
be allowed to apply in June for licences to 
sell yen-based investment trusts. At the 
moment, the ¥52 trillion (US$394 billion) 
investment-trust market contains only 14 
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Hongkong: Nationality 

A little known discretionary immigration 
procedure could be used to grant 
Hongkong people entry into Britain after 
1997 22 


- Pakistan: Provincial Problems 


Long-standing provincial tensions and 
disputes are revived, threatening 
Prime Minister Bhutto's central 
authority 26 


China : Reform 

A free-market economy experiment is 
thriving in a remote county in Inner 
Mongolia 27 


Indonesia: Politics 

Suharto stirs the debate over his succession 
by suggesting more than one candidate 
can stand for president 28 


Australia : Tax Gamble 

Prime Minister Hawke cuts taxes and 
heads for confrontation with the Left over 
privatisation as speculation mounts that an 
election is not far off 30 


South Pacific : Fishing 
Soviets make new approach for fishing 
rights, with more hope of success 31 


North Korea : Image Remake. 
Pyongyang tries to spruce up its image for 
a coming international youth festival but 
doubts remain that its fundamental 
domestic and foreign policies will 

change 33 


licensed companies, all of which are 
Japanese. Shearson Lehman Hutton Asset 
Management has led a concerted attack of 
10 foreign firms on this barrier. All being 
well, licences are likely to be granted by 
October this year. 


Aircraft Acquisitions 

The Thai air force is seriously considering 
buying a squadron of Chinese-made F7M 
jet fighters to add to its already sizeable 
inventory of Chinese-supplied weaponry. 
The F7M is a modified version of the 
Soviet-designed MiG21, of 1960s vintage, 
equipped with Western avionics. The 
aircraft are being offered to the Thais at a 
bargain-basement price, and if the 
purchase goes through, they will join 
Thailand’s squadron of advanced 
US-made F16s and recently upgraded F5s. 
Thailand already has a range of Chinese- 
made artillery pieces and armoured 
vehicles. 
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Arts and Society 


Philippines : Transport 
A nerve-racking voyage on an inter- 
island passenger ship 42 





Philippines : Religion 
An unholy row pits Roman Catholics 
against Christian fundamentalists 43 


Letter from Kep 45 


Where to put your money 


This month's WTPYM suggests that Tokyo 
is ripe for cooling after leading all regional 
markets in another upward surge. 


Warrants 
How to beat the Nikkei 52 


US Property 
Back to theland 54 
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Only for the brave 56 


Commodities 
Riding the boom 58 


Business Affairs 


Hongkong: Labour 

Despite an acute labour shortage, 
manufacturers are resisting pressure to 
boost investment in technology and 
human skills 62 


New Zealand : Economic Relations 
China’s giant Minmetals Group, the state 


Mending Fences 
Singapore Trade and 
Industry Minister Lee 
Hsien Loong, the son 
of Prime Minister Lee 
Kuan Yew, is due to 
visit the US in May, 
capping the efforts of 
the government to 
mend fences with the 
new administration. 
Relations became 
strained last year after Singapore 

accused the US of interfering in its 
domestic affairs and expelled an American 
diplomat. In the past few weeks the 
prime minister went aboard a US aircraft 
carrier for the first time, while Foreign 
Affairs Minister Wong Kan Seng visited 
one of the carrier’s support ships. Even 
the director of the Internal Security 
Department Tjong Yik Min, the man 
who supposedly revealed the alleged 
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Electronic assemblers: resistance (62). 


metals trading arm, buys New Zealand 
Steel 63 


Indonesia: Industry 

Government support for an ailing steel mill 
part-owned by Liem Sioe Long provokes 
an outcry 64 


Australia : Companies 
The Malaysian connection in several 
Australian failures 66 


Malaysia : Companies 
A takeover bid for Multi-Purpose Holdings 
raises a political storm 80 


Australia: Policies 
Canberra relaxes its stand on taxing 
offshore operations 81 


Hongkong : Markets 
Stock-exchange squabbles over new listing 
rules 82 


American plot, went aboard one of the 
ships. 


Shipbuilding Subsidies 
European shipbuilders are likely to seize 
on the South Korean Government bailout 
of Daewoo Shipbuilding as evidence that 
South Korea directly subsidises the 
country's shipbuilding industry. While 
European shipbuilders have been cheered 
by the rise in South Korea's ship prices in 
the past two years, they are intent on 
keeping the pressure on Seoul and may 
bring up the subsidy in bilateral talks. The 
government proposes to give Daewoo a 
seven-year grace period on Won 250 billion 
(US$379 million) in loans to the troubled 
shipbuilder. 


Dissident Fellow 
Dissident Singaporean Francis Seow, 


accused by the government of having been 
the conduit for alleged US interference in 
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Singapore's affairs in 1988, has been given 
a fellowship by Yale University in the US. 
Seow, a former solicitor-general now 
facing charges in Singapore for alleged tax 
evasion, is said to be working on a book on 
Singapore's legal history since 1949. 


Détente Delays 

Moves towards the unfreezing of relations 
between China and Indonesia have 
progressed slowly since the ground- 
breaking talks between President Suharto 
and Chinese Foreign Minister Qian 
Qichen in Tokyo at the end of February. 
Since then there has been one round 

of talks between permanent 
representatives at the UN, but slow 
progress on resolving technical details, 
while a committee of senior ministry 
officials in Jakarta has yet to meet. One 
obstacle: Suharto himself has not indicated 
the timeframe he envisages for the 
normalisation of relations. 
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SOUTH KOREA 


Extremism and violence cast a shadow over Roh’s government 


Radical resurgence 


By Shim Jae Hoon in Seoul 


rise in radicalism from the Left and 

Right, affecting virtually all sectors 

of South Korean society, is begin- 

ning to cast deep shadows over 
the country’s economic and social institu- 
tions. 

From the Left, dissident figures are un- 
dertaking their own search for a reunifica- 
tion with North Korea and engaging in a 
struggle for political supremacy by penetrat- 
ing the campuses and the labour force. The 
conservative government, lacking imagina- 
tive policies or a vision for the future, has re- 
sponded to rightwing calls for a crackdown 
on dissidents with the mobilisation of riot 
police and wholesale arrests. Meanwhile, 
the 13 April detention of five leftwing intel- 
lectuals and the arrest of dissident pastor 
Moon Ik Hwan after his unauthorised trip to 
Pyongyang have added to the political 
uproar and further uncertainty to 
détente with the North. 

Despite these moves, President 
Roh Tae Woo clearly is resisting 
calls for a return to the autocratic 
style of his disgraced predecessor 
Chun Doo Hwan. However, a feel- 
ing of alarm has set in among many 
South Koreans that unless the cur- 
rent extremist trend is checked in 
time, South Korea again may be torn 
asunder by ideological conflicts as it 
was after the 1945 liberation from 
Japan. 

Students have regained their trad- 
itional position at the forefront of ac- 
tivism. On the campuses of the élite, 
privately run Korea University, a 
group of hardcore leftists seized its 
offices and paralysed the school ad- 
ministration for weeks, on 15 April 
forcing the suspension of classes for the first 
time in many decades. Calling for sweeping 
reforms, they are fighting for the right not 
only to determine tuition fees and elect the 
school president but also to oust him if they 
later disagree with his policies. 

While a majority of students cling to 
a centrist view on most economic and 
political issues, they often come under 
the spell of a class of dedicated leftists 
seeking fundamentally to restructure South 
Korean society into a socialist system. These 
activists spurn big business groups as “com- 
parador capitalists” serving the interest of 
foreign investors, and demand “owner- 


10 


ship by the masses” of major industries. 

Politically, they scorn parliamentary 
democracy as “revisionist” and “reformis- 
tic,” calling instead for a nationalistic brand 
of communism based on the North Korean 
model. Graffiti on the walls extol North Ko- 
rean President Kim Il Sung as “the sun of the 
nation,” and wallposters advocate the un- 
conditional withdrawal of American troops 
from South Korea. At a time when socialism 
appears to be declining internationally and 
South Korea is opening commercial and dip- 
lomatic relations with major communist 
countries, these perceptions irritate and 
puzzle most people on the street. 

To deal with this new threat from the 
Left, the media and opposition parties are 
calling on the government to speed up 
democratic reforms so as to provide an in- 
stitutional forum for radical dissidents. 

But for Roh to do so, he would have to 
move fast on resolving the controversial re- 
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Rightwing demonstrators confront police. 


cord of Chun by making him appear before 
a parliamentary committee investigating 
charges of abuse of power and corruption. A 
full investigation of the shady regime from 
which Roh sprang to successfully contest 
the presidential election a year ago, could 
not be completed without some mention of 
his own involvement. 

On the labour front, workers brutalised 
by years of police repression are crippling 
such industries as automobiles and elec- 
tronics. On 14 April, as thousands of strik- 
ing workers at Hyundai Heavy Industries 
returned to work, 25,000 workers at the 
giant Lucky Goldstar group launched a 
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strike of their own, demanding a 52.3% 
wage rise. 

Labour unrest has gone beyond the 
realm of reasonable wage negotiations as 
South Korean labour costs are no longer low 
by standards of comparable Asian newly in- 
dustrialised countries. On top of this, the 
continuous appreciation of the currency has 
increased the pressure on many manufac- 
turers. 

“Workers think most big businessmen 
have accumulated their wealth by working 
hand in glove with a dictatorial government, 
so they feel no guilt in making unreasonable 
demands,” said a sociologist. 

In extreme cases, some radical unions 
demand participation in company manage- 
ment as in Yugoslavia, and retirement of 
owners considered hostile to workers. In 
short, the radical workers seek to em- 
asculate the power of the family-run 
chaebol, or conglomerates, which have 
been a key engine of South Korea's 
economic expansion over the past 
few decades. 

Major political leaders, including 
principal opposition figure Kim Dae 
Jung, have issued warnings against 
the trend towards radicalism and vio- 
lence on the part of students and 
workers. 


he middle classes in this 
country are becoming anxi- 
ous for stability,” he said, 
implying that Roh, his ad- 
versary, might give in to pressure 
for tough crackdowns by rightwing 
extremists, such as retired army 
and security branch officer, Kim 
Yong Kap. Kim stepped down as 
government administration minister 
last month after criticising Roh 
for being hesitant in dealing with the left- 
wing resurgence, which has increased since 
democratic reforms began under Roh. 

With the approach of the international la- 
bour anniversary on 1 May, a call for solidar- 
ity and a general strike has gone out to work- 
ers in the Seoul area. Anticipating trouble, a 
nervous government has made it mandat- 
ory for all unions in the transportation and 
communications sectors to seek Labour 
Ministry permission to strike. 

What independent analysts fear most is 
the widespread breakdown in political and 
social discipline and the collapse of author- 
ity, in a country traditionally imbued with a 
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Confucian political culture stressing har- 
mony under a father figure. In the post- 
democracy upheavals, however, estab- 
lished politicians are accused by radicals of 
being “weak-kneed,” and business tycoons 
of being motivated by pure greed. “We pro- 
fessors have little authority over students as 
it was they who carried the brunt of struggle 
for democracy [under Chun],” said a Korea 
University teacher. 

Roh’s own personal popularity was 
never high — he won the election with 36% 
support, due to opposition vote-splitting. It 
now has plunged, apparently as a result of 
his indecision in the midst of the growing 
turmoil. Meanwhile, his cancellation in 
March of a promised mid-term referendum 
on his popularity has alienated many con- 
servative supporters, who called for a major 
showdown to deal with the Left. 

But while the government generally has 
been weak in dealing with the situation, in 
part because it won its mandate on a plat- 
form of reform, its displays of strength invite 
criticism because of their excessive nature 
and defiance of due process of law. An 
example was the government's action over 
Moon's visit to Pyongyang, where he dis- 
cussed the reunification of North and South 
Korea with Kim Il Sung. 

The government seized the opportunity 
to wipe out an entire layer of dissident 
gurus. Those detained were Lee Pu Yong, 
chairman of the radical Chonminyon group 
to which Moon acted as adviser; Ko Un and 
Lee Chae O, writers seeking a separate 
meeting with North Korean counterparts; 
and Lee Young Hee, a Hanyang University 
journalism professor and chief editorial writ- 
er of Hankyore Shinmun, a centre-Left news- 
paper. 

The government took a shrewd and cal- 
culated risk, and seemed to be confident of 
squashing any chance of the radicals fight- 
ing back. What lingered, however, was a 
new uncertainty over the course of talks 
with North Korea. Pyongyang was angered 
by the crackdown and served notice that un- 
less Kim could keep meeting anti-govern- 
ment figures such as Moon, Seoul should 
not expect any substantive progress in nego- 
tiations. 

Currently, the fear of an economic down- 
turn plus the political uproar over Moon's 
unauthorised trip to Pyongyang, have given 
the opposition parties as well as the govern- 
ment a chance to examine seriously the chal- 
lenge from the radicals, albeit from differing 
angles. 

In the government, Roh is holding out 
against pressure from the army establish- 
ment to resort to extraordinary measures. 
But to some of his parliamentary adversaries 
such as centrist opposition leader Kim 
Young Sam, the country must stand equally 
watchful of a rightwing resurgence. "Liberty 
and democracy can only be protected by re- 
pelling extremism from the Left and Right," 
he told a recent news conference. E 
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CHINA 


Students proclaim Hu Yaobang's democratic legacy 


Wreathed in protests 





By Robert Delfs in Peking 


n life, Hu Yaobang was an occasional 
| sponsor but never the architect of liberal 

political reforms. In death the onetime 
Chinese Communist Party chief has been 
apotheosised into a symbol of democratic re- 
forms. 

Although Hu’s departure from the polit- 
buro, the party’s topmost policymaking 
body, reduces the ranks of the liberals, it is 
unlikely to alter the balance of power among 
the top leadership of the country, which is 
marked by a contest between those advocat- 
ing a faster pace of economic and political re- 
forms and others calling for restraint. This 
contest has been heightened by the pres- 
sures of rapid industrial growth and infla- 
tion. 

Challenges to prevailing policies are not 
new to the China of the 1980s. But in the ear- 
lier period of Deng Xiaoping's leadership, 





Students march on Tiananmen square; Hu: symbolic. 


when the intellectuals' faith in the reformist 
zeal of those at the top had still not been sha- 
ken, it was easier for leaders to control popu- 
lar outbursts by students or workers. But the 
latest demonstrations show a disenchant- 
ment and impatience with the proponents 
of reform, including Deng. 

Hu's death on 15 April led to pro-demo- 
cracy students mounting the first large-scale 
demonstrations in the Chinese capital in 
two years, shouting slogans and hanging 
banners in the central Tiananmen square. 
The night of 18 April witnessed an unpre- 
cedented march by about 3,000 students 
and others on the Zhongnanhai walled 
compound ‘housing the offices and resi- 
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dences of China's top party and govern- 
ment leaders. 

Scuffles broke out as the crowd tried to 
push its way in past the guards, and then 
demanded to see Premier Li Peng, who 
since his appointment last year has enforced 
a more conservative approach to reforms. In 
the early hours of 19 April, about 2,000 po- 
lice took up positions and advanced on the 
crowd, which fell back without resistance. 
Through loudspeakers, security officials 
warned that "certain persons want to create 
and incite trouble" and urged people 
not to be taken in by "those with ulterior 
motives." 

Although showing no signs of fading 
quickly, the protests have so far been a 
more isolated outburst than the student 
uproar that spilled across Peking, Shanghai 
and other major cities at the end of 1986, 
for which Hu was made the scapegoat. 
Blamed for what was called "bourgeois 





liberalisation,” he was forced to resign 
as party general secretary in January 1987. 
However, they show the simmering 
discontent among intellectuals at the 
clampdown on dissent and slowdown of 
liberal reforms at the recent National 
People's Congress (NPC) session. The 
protests may run on and even gather 
strength as the 70th anniversary of the 
4 May 1919 student movement draws 
near. 
“There are two meanings to this demon- 
stration," said one student at Tiananmen. 
“The first is that we are mourning Secretary 
Hu, who we now realise was a great man. 
The second is to tell the top leaders that we 
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fant more reforms.” Demands for reform 
vere listed in a seven-point petition pre- 
ented by several hundred students to the 
PC offices in the Great Hall of the People 
acing Tiananmen. 
.. The demands took up several liberal 
“themes: a reappraisal of Hu's historical 
“role; a reassessment of the campaigns 
against "spiritual pollution" [in 1983] and 
"bourgeois liberalisation” [in 1987] along 
"with rehabilitation of the victims of these 
campaigns; disclosure of the private bank 
accounts of the top leaders and their 
families; guarantees of freedom of speech; 
freedom of the press; increased educational 
‘spending and better treatment for intellectu- 
als; and restoration of the right to demon- 
‘strate. 


he protests have been a conscious at- 
tempt to emulate the early phase of 
EM. the Democracy Wall Movement of 
1978-79 which — with Deng’s behind-the- 
scenes backing — initially succeeded in ob- 
taining a reversal of verdicts for victims of 
the 1976 Tiananmen Incident, when de- 
monstrators used the pretext of mourning 
the death of premier Zhou Enlai to mount 
the largest anti-leftist demonstrations ever 
held in Peking. 
. Thelesson not being heeded by the stu- 
dents is the later crackdown on the Demo- 
cracy Wall activists, several of whom, such 
as Wei Jingsheng, still remain in jail. By 


broadening their protest, the students risk a 
tough response by security authorities as the 
Chinese leadership has already made clear 
its nervousness about unrest during a 
period of economic instability. 

- Although he remained a member of 
the politburo after his resignation as the 
party chief, Hu played no further significant 
political role. It is unlikely that Hu could 
have ever staged a political comeback except 
n a symbolic sense. In itself, Hu's death 
does not alter the balance of power among 
competing factions at the top levels of 
the party, though this does not mean that 
vents triggered by his death — for instance 
if the present student demonstrations 
were to escalate significantly — could not do 









=> Hu's most important legacy may be the 
- personnel policies he pursued as general 
= secretary and before that, as head of the 
-party's organisation department in the late 
970s. Hu sponsored the careers of a 
umber of younger and often more liberal 
arty leaders, now occupying key positions 
1 the party hierarchy, some of whom had 
een known to Hu at the time he led the 
^ Communist Youth League from 1957 until 
_ 1964. Two of the five members of the polit- 
; buro standing committee — Hu Qili and 
+ Qiao Shi — were once regarded as members 
:: of Hu's personal faction, as were politburo 
. member Wu Xueqian, Minister of State Sec- 
unity Jia Chunwang, and Fujian Governor 
_ Wang Zhaoguo. 














When Hu was forced out in 1987, many 





observers saw his downfall as thwarting 
plans by Deng for Hu to succeed him as 
China’s paramount leader, since Hu’s 
former post as general secretary was 
formally the highest position in the party. 

But Hu was never really a serious candi- 
date. Although personally well liked by 
many top leaders, even some of Hu’s sup- 
porters concede that the impulsive and ex- 
citable Hunanese lacked the presence and 
bearing Chinese people normally expect of 
their top national leader. 

His selection to succeed Hua Guofeng as 
party chairman in 1980 had reflected primar- 
ily Deng’s power, and also general approval 
for the idea of diffusing power by assigning 
the posts of party chairman, state premier 
and chairman of the Central Military Com- 
mission to three different persons, but it did 
not mean that Hu had become a leader in his 
own right. The abolition of the position of 
party chairman two years later merely con- 
firmed a general unwillingness by top party 
leaders to accept Hu as Deng’s heir-appar- 
ent. 

Deng was never able to convince China’s 
military leaders to accept Hu as chairman of 
the Central Military Commission — their 
consistent position was that Deng was the 
real leader and could not delegate this 
post to his protégé. The decision by military 
leaders in late 1986 to support ideological 
conservatives in attacking Hu, and Deng's 


acquiescence, were the tw 








he two decisive factors 
which made Hu's resignation unavoid- 
able. | 

Hu was never a strong party leader and 
played only a limited role in shaping the re- 
form policies which have so dramatically 
changed the character of post-Mao China. 
Under the general guidance of Deng, then 
premier Zhao Ziyang was clearly in charge 
of economic reforms. 

Despite popular impressions to the con- 
trary, Hu was at times an important sponsor 
but never the architect of political reforms. 
Deng himself sketched out the broad shape 
of the 1980 reforms, later redrafted in a more 
ambitious form by Liao Gailong. Although 
Liao's specific proposals. were rejected by 
the party leadership, these concepts served 
as the basic outline for political reform 
through the rest of the decade. 

From an early date, Hu's most important 
role became that of trouble-shooting and 
tackling tough political problems on Deng’s 
behalf — and taking on much of the sub- 
sequent resentment by aggrieved parties 
that Deng would otherwise have borne. The 
most difficult included the investigation of 
cases from the Cultural Revolution and the 
reassessment of Mao in the early 1980s. Hu 
was also primarily responsible for devising 
more liberal policies for Tibet. He frequently 
acted as a point man for Deng, floating con- 
troversial ideas which Deng later could — 
and often did — disavow. u 
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RELATIONS 


Neither India nor Nepal will yield easily 


War of nerves 
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he resentment that has been building 

I ‘for years on both sides of the Indo- 

Nepalese border has turned to cold 

fury. The abrupt cut-off of bilateral trade 

since late March has sent relations plunging 

to their lowest point since the two sides 

signed a treaty of peace and friendship in 
1950. 

Even though most Nepalese, ranging 
from cabinet ministers to bureaucrats and 
politicians, repeat the litany that their coun- 
try cannot afford and does not want con- 
frontation with India, the current upsurge of 
anti-Indian feelings here cannot be ignored. 

An official spokesman told the REVIEW 
that he was puzzled by the sudden Indian 
decision to use the strongest leverage it had 
— that of trade — against its landlocked 
neighbour. He thought that the Indian ac- 
tion arose largely out of political factors 
rather than mere economic ones and that it 
amounted to an effort to grind Nepal's face 
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into the dust. Obviously, the Nepalese Gov- 
ernment cannot afford to be seen buckling 
under Indian pressure. 

The spokesman was concerned that 
India could intensify its pressure though he 
believed that it would not choke off Nepal's 
trade with other countries. Asked how India 
could further mount pressure, he feared 
that there could be a rise in Indian-backed 
terrorism in Nepal, especially in the Terai 
belt in the south along Nepal's border with 
India's Bihar and Uttar Pradesh states. This 
could be done through Indian-based 
Nepalese renegades, but he went on to add 
no political party or group would support 
such Indian actions. 

The brunt of the current crisis is being 
borne by the country's energy sector. Last 
month, Nepal had fuel stocks which could 
last for 45 days, but with rationing the 
supplies could last for three months. China 
has promised to ship some oil from Tibet but 
no official here is certain when this would ar- 
rive. British Petroleum sent 7,000 tonnes of 
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badly needed diesel from Singapore, which 
has been held up at the Indian port of Cal- 
cutta because of a countrywide dockwork- 
ers’ strike. Transporting the fuel overland 
from Calcutta would also pose problems as 
Nepal has few tankers of its own. 

Meanwhile, over two-thirds of the public 
transport in Nepal is off the roads. Accord- 
ing to Industries Minister Rabindra Nath 
Sharma, about 10% of the country’s indus- 
try has shut down due to lack of fuel and 
spares that used to come from India. Ac- 
cording to him the rest would face closure if 
the current situation continued for another 
eight weeks. 

Nepalese Foreign Minister S. K. Upad- 
hyaya said the trouble stems from the two 
sides taking each other for granted for too 
long. Both will now have to redefine their re- 
lations and reach a new equilibrium. But he 
added that the relationship could never be 
the same again. 

Some of the Nepalese élite argue that In- 
dian decision-makers were badly advised 
and had calculated, mistakenly, that a se- 
vere shortage of essentials would bring 
Nepal to heel. Instead, Kathmandu has 
begun flying in essentials like medicines 
from Pakistan and Bangladesh and is seek- 
ing alternative sources for other supplies. 
Moreover, the current crisis has infused a 
degree of public solidarity — at least tem- 
porarily — with the government against a 
perceived external threat. 


rare opportunity for the country to as- 

sert its economic and political inde- 
pendence. In any case, Nepal has been 
gradually weaning itself off dependence on 
India. Once New Delhi was Kathmandu’s 
largest aid donor, today it ranks fifth. Asked 
if he would be equally sanguine if India 
applied all the levers it had, including transit 
across its territory, Upadhyaya said Nepal 
would retaliate as strongly as it could. But he 
also expressed doubts that India would do 
SO 


L ocal officials probably feel that this is a 


Such strong words show how far Nepal 
has come from the time when, under a spe- 
cial relationship developed since the 1950 
bilateral treaty, the two sides maintained an 
open border, gave common rights of resi- 
dence, movement and ownership of prop- 
erty and businesses to their citizens in each 
other's countries. The treaty allowed the 
two sides to devise common security mea- 
sures in the face of an external threat, and 
Nepal could import arms through Indian as- 
sistance and agreement. India was also to be 
given first preference in Nepal's foreign aid 
and investment. But some Nepalese have 
since held the treaty to be an unequal one 
and Kathmandu has been gradually moving 
away from India's ambit, much to New 
Delhi's discomfort. 

In addition, bilateral trade and transit 
were governed by separate periodic treaties, 
which worked fairly well until last year 


27 APRIL 1989 


when mutual suspicions, coupled with 
some bureaucratic bungling, came to the 
fore. In fact, the two sides had initialled new 
drafts of these treaties that only awaited 
finalisation. 

Damoder Prasad Gautam, the Nepalese 
commerce secretary who initialled the draft 
treaty on behalf of his country, told the 
REVIEW that Nepal had conceded some 
points raised by India. It had agreed that for 
the purpose of free flow of each other's pro- 
ducts, that these products contain at least 
70% of local components, down from 80%. 
It was also agreed that the additional cus- 
toms duty imposed by Kathmandu on 
seven Indian products like cars, colour TV 
sets, refrigerators and other consumer dura- 
bles, would be waived. 

Gautam said he was under the impres- 
sion that the duty was to be waived only 
when the treaty came into force. India, on 
the other hand, waited for Nepal to lift the 
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duty and considered it a pre-requisite for 
finalisation. The difference of interpretation 
led to India turning its back on the draft 
trade treaty. New Delhi later said that it 
would sign a single treaty covering both bila- 
teral and transit trade. The Nepalese reluc- 
tance to agree to that demand led to both 
treaties being allowed to lapse last month. 

The issue reached an impasse when In- 
dian Prime Minister Rajiv Gandhi declared 
that New Delhi would only sign a combined 
trade and transit treaty and not the two 
separate ones that Nepal wants. Nepalese 
decision-makers have told the REVIEW that if 
there has to be one treaty, they would agree 
to one on transit only. 

Nepalese King Birendra made some con- 
ciliatory gestures in his local New Year mes- 
sage on 13 April, but India commented that 
the king had skirted the political issues. 
Kathmandu's official reaction is that it is pre- 
pared to discuss all the issues with India — 
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political, military, strategic, economic and 
whatever else New Delhi might want to 
bring up. There has since been no progress 
on the matter, though the Nepalese expect 
the Indians to open negotiations either at the 
ministerial or bureaucratic level. 

Although several Nepalese ministers 
told the REVIEW that the Indian action had 
come as a sudden shock and had not al- 
lowed them time for emergency prepara- 
tions, the build-up of Indian resentment 
could not have been unexpected. India had 
complained that while Chinese goods had 
been exempt from additional customs duty, 
Indian goods were subject to it since mid- 
1987. 

India also felt that Nepal's decision to 
start registering Indian workers in Nepal 
was discriminatory, when Nepalese in India 
were not subject to such treatment. 
Kathmandu argues that not a single Indian 
in Nepal has either lost his job or business 
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Upadhyaya and Indian External Affairs Minister P. V. Narasimha Rao. 


because of this requirement and it was pre- 
pared to intervene in every case that might 
be brought to its notice. 

India complains that its citizens are bar- 
red from entering Nepal’s border areas with 
China. Nepal counters that only 30% of the 
border area is closed to all foreigners for 
“ecological reasons” and that anyway it 
might soon lift the restriction. In reply to In- 
dian inquiries as to why it imported anti-air- 
craft guns from China, Nepal says it has one 
of the worst equipped armies in the world 
and it needs to be upgraded to cope with the 
threat of terrorism. It does not explain how 
the anti-aircraft guns, which it recently ac- 
quired, can be used against hijackers or ter- 
rorists. 

None of Nepal’s explanations have satis- 
fied New Delhi. As and when the two sides 
meet to seek a settlement to the wider dis- 
pute, these and other irritants will have to be 
addressed too. z 
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REGIONAL AFFAIRS 
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Taiwan liberalises 
travel to China 


> Taiwan decided on 17 April to allow 
reporters, moviemakers and public school 
teachers to travel to the mainland for the 
first time in 40 years. Government 
spokesman Shaw Yu-ming called the move 
a “cultural offensive” that ushers in a new 
era in Taiwan’s mainland China policy. The 
move could have a significant impact in 
Taiwan where ignorance of China is 
profound. Shaw said reports from the 
mainland would be subject to Taiwan 
sedition laws that ban the advocacy of 
communism. 


Troubles mount over 
Bougainville mine 


»> Despite the deployment of several 
hundred military and police forces from 
Papua New Guinea (PNG) to the island of 
Bougainville, sabotage on 15 April again 
briefly closed the giant copper mine, while 
the first two military deaths have brought 
the death toll over the past three months to 
at least 12. The attack was a further blow to 
the PNG Government which, despite efforts 
to reassure foreign investors, has failed to 
make any progress towards solving the 
island's political problems. A group of 
landowner guerillas, agitating for massive 
compensation for islanders from the 
majority-Australian owners of the mine, 
has stepped up its demands and now is 
seeking independence. 


South Korean opposition 
party in bribery scandal 


> Key officers of the opposition 
Reunification and Democracy Party (RDP) 
resigned en masse on 17 April in the wake 
of scandal involving RDP secretary-general 
Suh Suk Jae, who has been accused of 
bribing a candidate from a rival party not to 
run in the parliamentary by-election in 
Tonghae city. The scandal has focused new 
attention on the need to reform South 
Korea's electoral system. Kim Young Sam, 
the RDP president, apologised for Suh's 
involvement in the scandal and promised 
an extensive internal reshuffle. 


Vanuatu's Sokomanu 
released on appeal 


> Former Vanuatu president Ati George 
Sokomanu and three former MPs, including 
former minister Barak Sope, were freed 
from prison on 14 April when a three-man 
court of appeal overturned their conviction 
a month earlier on charges arising from 
Sokomanu's attempt to dissolve parliament 
in December 1988. The three judges, from 
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Vanuatu, Papua New Guinea and Tonga, 
found that the trial judge, Justice Gordon 
Ward from the Solomon Islands, had erred 
on several points and that there was 
insufficient evidence to uphold the 
convictions and prison sentences. The 
appeal judges ruled there should 

be no retrial on the charges, while 
agreeing that Sokomanu had acted 
unconstitutionally. 


US to increase military 
aid to Indonesia 


»> The US Government plans to more than 
double the amount of military assistance it 
gives to Indonesia from US$2.9 million in 
1988-89 to US$7 million in 1989-90. As well 
as helping Indonesia purchase F16 fighters 
due for delivery at the end of this year, 
much of the aid will be earmarked for officer 
training in the US. However, sources said 
that Indonesian military leaders were not 
happy with too many officers being trained 
overseas, where they feel too much stress is 
placed on technical aspects, rather than the 
social and political training emphasised in 
Indonesia. 


Social indicators 


Birth control in Southeast Asia* 
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3 s “Percentage of married women of child bearing age using — - 
contraceptives in 1985 
Source: World Development Report 1987 


Malaysia recognises 
Afghan exile government 


> The Malaysian Government recognised 
the mujahideen Afghan interim 
government on 12 April — despite its earlier 
reluctance — making Malaysia the fourth 
country to endorse the Pakistan-based 
government after Saudi Arabia, Sudan and 
Bahrain. The decision came after a two-day 
visit by the interim government's foreign 
minister, Gulbuddin Hekmatyar, during 
his lobbying swing around the region. 
Meanwhile, Indonesia, which hosts an 
embassy from President Najibullah's 
regime, refused. But Foreign Minister Ali 
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Alatas' justification, that Indonesia does not 
recognise governments in exile, conflicts 
both with Jakarta's recent recognition of the 
Palestine Liberation Organisation, and the 
fact that it always has recognised the 
resistance coalition government of 
Cambodia. 


Malaysia frees 
detained politicians 

> Lim Kit Siang, à 
leader of the 
opposition 
Democratic Action 
Party, and his son Lim 
Guan Eng, were 
unconditionally 
released on 19 April, 
after 18 months’ 
detention under the 
Internal Security Act 
(ISA). They were the last two ISA detainees to 
be released of 106 arrested in October 1987. 
The Lims were freed just before the 13 May 
by-election in Bentong. 





Lim Kit Siang. 


Tamil Tigers to talk 
peace with Colombo 


> In an unexplained change of heart, the 
Liberation Tigers of Tamil Eelam (LTTE) has 
agreed to hold peace talks with the Sri 
Lankan Government. The announcement 
came after President Ranasinghe Premadasa 
declared a unilateral ceasefire and offered to 
talk with the Tamil rebels and with 
Sinhalese extremists. The LTTE nominated 
its head of the political section, Anton 
Balasingham, to hold negotiations with 
Colombo. However, the Sinhalese 
extremists have not responded to 
Colombo's call. 


New Zealand explores 
lease option for frigates 


> New Zealand may lease rather than buy 
at least two of the four frigates Australia is 
pressing it to acquire to boost Canberra's 
frigate-building programme, an option 
which would enable Wellington, facing 
severe budgetary problems, to defer 
payments. It would also enable the Labour 
government to argue to its party 
membership, which has strongly opposed 
the purchase, that the programme would 
not siphon funds away from health, 
education and welfare spending. 
Meanwhile, the government continues to 
be beset by economic and political 
problems, highlighted by the resignation on 
18 April of prominent MP Jim Anderton 
from the party, citing the government's 
betrayal of its own philosophical traditions 
and policy commitments. 
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EVERY PRODUCT THAT BRITISH AEROSPACE COMPANIES 
MAKE IS ENGINEERED FOR PERFORMANCE — IN SPACE, IN THE 
AIR, ON THE BATTLEFIELD, ON THE GROUND AND UNDER WATER. 


AEROSPACE TAKES 
PERFORMANCE 


BRITISH 
BUSINESS 


DECISION THAT 
ENHANCING ITS 


EVERY 
iS AIMED AT 
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AIRCRAFT LTD 


ERFORMANCE 


- IN STRATEGIC PLANNING, IN COST REDUCTION, IN MARKETING, 
IN MAKING THE BEST USE OF HUMAN RESOURCES 

WHICH EXPLAINS WHY ONE OF THE WORLD'S GREATEST 
MANUFACTURING COMPANIES IS ALSO ONE OF THE WORLD'S 
BEST-PERFORMING BUSINESSES. 


BRITISH AEROSPACE 


British Aerospace plc, 11 Strand, London. 
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Imagine an aircraft so advanced that it will cut hours off 


normal travel times. An aircraft so revolutionary that it 


will change your idea of time, distance and comfort. 





Introducing SIA’s MEGATOP 747. The largest, fastest 


long-haul aircraft in the world. The first of its type to 


serve Europe, Australia and Asia; the first passenger 


aircraft ever to fly nonstop between Singapore and 


London; the first stretched upper deck 747 capable of 


flying San Francisco to Hong Kong nonstop, or Honolulu 


to Singapore nonstop. And yet no matter how many 


hours our MEGATOP may save you, you will still have 


ample time to enjoy a standard of inflight service even 


other airlines talk about, in greater comfort and 


luxury. As the latest addition to the world’s most 


modern fleet, our MEGATOP 747 takes you further, 


faster, than you ever imagined. Experience it now. 


A great way to fly 


SINGAPORE AIRLINES 





Koreas most impressive address 
was once the exclusive preserve of 
Kings and Presidents. 





White gloves and ceremonies of state are 
hardly unaccustomed at the Shilla. Our 
secluded woods and resplendent historic 
pavilions were once the sole domain 
of Government Guests. Today that stately 
tradition is inseparable from the character of 
Seoul's most luxuriously appointed hotel. 
Just as personal care and attention to detail 
remain our most cherished protocol. 
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Kovel Shilla 


Seoul, Korea 


one of The Jeading Hotels of th€ World’ 


202, 2-Ga, Jangchung-Dong, Chung-Ku, Seoul, Korea 
Tel: 2303-114, 233-3131 Tlx: SHILLA K24160 Fax: 233-5073 


Reservations: *Hotel Shilla Sales Offices: New York (800) 221-2094, London (01) 862-9331. Tokyo (03) 586-7571. Osaka (06) 271-7571. *The Leading Hotels of the World: LA 
Hong Kong (5) 483-928. Singapore (65) 737-9955. Sydney 233-8422. Tokyo (03) 797-3631. Utell International. Nikko Hotels International (lapan Airlines Offices) or contact Utell 
your nearest travel agent. *Airline Access Codes: APOLLO LW 8419. SABRE LW 4748. PARS LW 01808, DATAS II LW 1808. DELTASTAR UI 1211, SHARES UI 2644 International “Menges 
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Hefty cwil service pay hike raises bigger issues 
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By N. Balakrishnan in Hongkong 


“efty government pay rises, ranging 

ERA about 30% for cabinet ministers 

and civil servants to 60% for the 

prime minister, have provoked intense de- 

bate on the wisdom of using monetary re- 

wards as the motivating force for public ser- 

vice in Singapore. Other new rules have 

raised the question whether the traditional 

independence of the civil service is being 
eroded. 

In both absolute and relative terms, Sin- 
gapore salaries are already among the high- 
est in the world for politicians and bureau- 
crats. The highest pay a civil servant can 
draw, though no one is in this bracket vet, is 
$$683,000 (US$350,000) a year. The prime 
minister will be paid $$38,275 a month, 
which with the set two-month bonus 
amounts to $$535,850 a year. This com- 
pares indi with the ¥33.35 million 
(US$252,650) salary of the Japanese prime 
minister or the US$200,000 salary of the US 
president, the Taiwan president's NT$3.276 
million (US$119,300) and the Australian 
prime ministers A$111,931 (US$90,780). 
The governor of Hongkong, the region's 
other city-economy, gets HK$1.195 million 
(US$153,154) a year. 

The debate on salaries, however, has de- 
flected attention from other changes that 
were also announced in late March, such as 
variable bonuses for civil servants based on 
routine performance evaluations. In the 
long run, some Singaporeans fear these 
might whittle away the traditional indepen- 
dence of the civil service. 

The Singapore Government has said the 
pay increases are necessary to keep pace 
with the salaries offered by the private sector 
and to attract and retain the best people in 
the civil service. High salaries also lessen the 
temptation of corruption. 

Singapore has possibly become the first 
country to try to put salaries in the public 
and private sectors on par with each other, 
and seems to be rapidly abandoning the 
model inherited from the British of a civil 
service that depended on security of tenure, 
stable income, pensions and prestige to 
offset a lower pay. Trade and Industry 
Minister Lee Hsien Loong asked in parlia- 
ment rhetorically: "Why do we want to 
make a system which is based on iron rice 
bowls? They have gone out of fashion [even] 
in China." 

Giving new meaning to the phrase "Sin- 
gapore Inc." Prime Minister Lee Kuan 
Yew will conduct a regular performance 
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evaluation of all ministers and decide 
whether to award them an extra two 
months' pay from this year as a "bonus." 
The prime minister himself will receive the 
"bonus" as a permanent arrangement. 

These evaluations will be kept confiden- 
tial, though Singapore has sometimes opted 
for public disclosure — such as the release of 
rather personal documents on the private 
life of former president-turned-critic Devan 
Nair and Prime Minister Lee's startling pub- 
lic psychological assessment of his own dep- 
uty, Goh Chok Tong, before the 1988 gen- 
eral election. 

New rules for the civil service also allow 
the government to pay anyone suffering a 
salary cut by being recruited from the pri- 
vate to public service additional “make-up” 
pay of up to 90% of that person's previous 


Prime Minister Lee has blamed the old- 
style policies of the Public Service Commis- 
sion (PSC), when it was under the late Tan 
Teck Chwee, for the departure from the civil 


service of many young people who had 
grown impatient with the slow pace of 
promotions and who wanted higher pay. 
Significantly, the new chairman of the Psc, 
Lee Hee Seng, was recruited from the pri- 
vate sector where he headed the Overseas 
Union Bank. 

Although the government, to justify the 
massive increases, has released statistics on 
the incomes of those in the private sector 
such as bankers and stockbrokers, the pub- 
lic is proving difficult to convince. Even a 
columnist in the government-guided Straits 
Times newspaper was moved to write that it 
was wrong to equate private-sector execu- 
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tives, nl career paths depend on the 
taking big risks to achieve profits, with pub 
lic servants. “I have yet to hear of a perma 
nent secretary who is fired because policies 
were not well implemented, " wrote the col 
umnist. In defence, Lee Hsien Loong ha 
said that civil servants bear heavy respon- 
sibilities and that they make decisions on 
matters of life and death importance as faras- 
the island republic is concerned. 

Predictably, the two opposition mem 
bers of parliament have spoken against tl 

increases. Lee Siew Choh said that those 

looking to make money should become en- 
tertainers, like US singer Michael Jackson, - 
and not enter politics. He said that high pay . 
alone was not a deterrence to corruption and - 
reminded parliament that Teh Cheang. 
Wan, the former minister for national d 
velopment, committed suicide in De- 
cember 1986 while under investigation for: 
corruption, and that before that former trad 
union leader Phey Yew Kok, an appointee _ 
of the ruling People’s Action Party (PAP), : 
absconded with union funds. E 

The other opposition MP, Chiam See: 
Tong, maintained that there was no substi- 
tute for idealism when it came to motivation . 
— a comment Goh immediately dismissed ` 
as hypocrisy. : 

Pocket-book issues such as pay rises 
often generate more interest in Singapor 
than political issues and the fact that the 





















average pay rise of an executive in 1988 was s 
only about 2%, despite an economic growth 
rate of 11%, has not helped matters. E 

Sections of the public are also incensed 
by new laws making it an offence to drive t 
Johor in Malaysia without at least half a tan 
of petrol, to prevent the car-owning middi 


Both issues have stirred criticism from th 
public, leading the normally pliant PAP back- 
benchers to query the merit of these policies. 
Many of these MPs supported the pay in 
creases for the ministers — but not those fo 

civil servants. " 
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PHILIPPINES 1 


Communists suffer from lack of arms and support 


Long struggle ahead 





By John McBeth in Manila 


T he communist New People's Army 





(NPA) claims it has 30,000 armed 

insurgents. The military establish- 
ment says it has reduced NPA ranks from 
about 25,000 to 23,000 in the past three 
years, in contrast to the later years of the 
government of now disgraced president 
Ferdinand Marcos when the NPA's esti- 
mated size grew from a mere 7,750 troops in 
1982 to about 22,500 in 1985. A general active 
in the government's anti-guerilla operations 
has told the senate defence committee that 
he believes the current communist strength 
to be closer to 34,000. 

The only point on which everyone seems 
to agree as the insurgency celebrates its 20th 
anniversary is that even in a country where 
private ownership of firearms is common, 
the NPA is still facing a serious shortage of 
arms and ammunition, with just enough 
modern assault rifles to equip a third of its 
force — and all but 10% of those have been 
captured from government forces. 

More important, while the NPA has 
achieved a level of self-sufficiency and 
sophistication in other areas — particularly 
in financing and communications — it has 
been unable to develop an effective strategy 
to counter perhaps the most potent weapon 
in the government's armoury: President 
Corazon Aquino's continuing nationwide 
popularity. 

Indeed, despite all the number crunch- 
ing, there are indications that the insurgent 
force's recruitment rate is falling. “The trend 
points towards a stalemate but when I'm 
more optimistic, I would say the govern- 
ment is winning," a diplomat said. "Previ- 
ously, there were no channels for the people 
to express their discomfort. Now, they are 
aware someone is listening. Nothing is real- 
ly being done to solve their problems, but 
there is an anticipation of improvement." 

Although it is consumer-led and there- 
fore vulnerable, a gradual economic recov- 
ery, officials believe, has had a significant 
impact on the guerilla war. 

In a 24-page survey examining past and 
future strategies, the central committee of 
the Communist Party of the Philippines 
(CPP) says the "strategic defensive" — the 
first step in its three-stage gameplan — "is 
already maturing." At the same time, how- 
ever, it warns again and again that in coun- 
tering the government's strategy of gradual 
constriction (and a steady rise in incidents 
initiated by the Armed Forces of the 
Philippines), the key to success lies in 





the party's close links with a mass base. 

“The most repeated errors, major and 
minor, have had something to do directly 
with the failure to gain the participation and 
support of the masses," the document as- 
serts, noting that the worst setbacks have 
been caused by "adventurism, arrogance 
and impetuosity" in situations tackled from 
purely a military viewpoint. 

Analysts say the re-emphasis on mass 
base work amounts to a subtle change in di- 
rection. Philippine advisers suggest that 
while it demonstrates the CPF's flexibility of 
approach, it also indicates that the party is 
still struggling to find a formula to fit the cur- 
rent situation. "They don't have a policy to 
counter Aquino,” agrees one analyst, 
"they're still using the same strategy as they 
did with Marcos." 

Intelligence sources say they believe 
there is now a move away from a protracted 
"people's war" towards a so-called "insur- 
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rectionary armed struggle," with the latter’s 
sharper focus on the urban populace. In a 
party where dialogue between the factions 
appears to be encouraged, there are signs 
that the Maoist and Marxist-Leninist wings 
of the party are drawing together — influ- 
enced to some degree by the Latin American 
communist movement — in a slowly emerg- 
ing brand of revolutionary doctrine that is 
uniquely Filipino. 

Some intelligence specialists also hold 
the view that the arrests of senior com- 
munist leaders over the past few years have 
changed the balance of power in the CPP cen- 
tral committee, leaving less militarist sup- 
porters of exiled former CPP chairman Jose 
Sison with a greater voice in party ranks. 
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The war will bubble along at its present 
level, this line of thinking suggests, but poli- 
tical work has a higher priority — at least in 
the intermediate term. 

The NPA is said to have formed more 
than 60 guerilla fronts in 65 of the country’s 
73 provinces, infiltrating or influencing 
12,000 of the country's 41,000 barrios — a 
10% increase over the previous year's claims 
— and 800 out of 1,500 cities and 
municipalities. But it complains about gaps 
in areas connecting the fronts, particularly in 
Mindanao and Luzon. 

The CPP statement reveals a preoccupa- 
tion with weapons shortages, noting that 
two-thirds of the NPA force is equipped with 
"inferior arms." Although the insurgents 
have a few captured mortars and are mak- 
ing increasing use of command-detonated 
land mines, they lack the ubiquitous rocket- 
propelled grenades of other guerilla armies. 

Why the NPA has been unable to secure 
more infantry weapons is a mystery given 
its available funds and the fact that it has 
been able to buy sophisticated radios and 
computerised cryptograph equipment to 
improve its communications network. 

To maintain a proper balance, the NPA 
says it is diverting half of the modern assault 
rifles in each region to district and local 
guerilla forces and to armed propaganda 
teams — the units responsible for 
strengthening the party's base. The CPP does 
not rule out battalion-sized operations but it 
counsels regional committees to keep their 
forces well dispersed unless a larger forma- 


tion is required for a specific target. 


t is clear, however, that the NPA is faced 
with a lack of food to sustain larger units 
— something the insurgents discovered 
when they mounted their first multi-com- 
pany operation in the Cagayan Valley in 
1986. Intelligence sources say that more re- 
cently in Negros, the NPA deliberately re- 
duced the numbers of its regular forces be- 
cause they were over-staying their welcome 
among villages that could ill-afford to feed 
them. 

It is not a problem common only to the 
NPA. Government forces also tend to live off 
the land — in many cases because unit com- 
manders have been pocketing subsistence 
allowances. “Units in the field have a logis- 
tics system that is shot with corruption," 
charges senate defence committee chairman 
Ernesto Maceda. "The average soldier is not 
highly motivated because when he lacks 
boots or ammunition he knows the guy on 
the top is pocketing the money." 

Foreign military sources generally be- 
lieve there has been an across-the-board im- 
provement in the Armed Forces of the 
Philippines and in its approach to the civi- 
lian population. But National Capital Region 
Defence Command chief  Brig.-Gen. 
Rudolfo Biazon told the REVIEW that he 
wants to see the Special Operations Team 
(SOT) concept expanded to a point where all 
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Philippine soldiers have an understanding 
of civic action work — not just specially 
trained squads such as the sors. 

Some sections of the military clearly have 
reservations about the so-called Civilian 
Armed Force Geographical Units — civilian 
volunteers who are being trained to main- 
tain security in areas military SOT teams have 
recovered from NPA control. Most of those 
doubts rest on the selection process itself 
and on the advisability — born of bitter ex- 
perience — of arming large numbers of civi- 
lians unless they are under firm control. 

Maceda is not convinced that the NPA’s 
recruitment base is eroding, citing reports 
from the southern command of 400 new re- 
cruits since the third quarter of 1988, dis- 
crepencies in casualty reporting and the tes- 
timony of a senior field officer who feels the 
NPA's strength has been underestimated. 
“Part of the problem is that there is no 
single-mindedness of purpose,” he said. 
“Counter-insurgency is not being billed as a 
No. 1 problem.” 

The senator, whose championing of the 
common soldier's cause clearly has political 
benefits of its own, claims the cabinet only 
puts money into largely unaffected areas to 
ensure the safety of government officials. “If 
I had my way, I'd give it to the 3,000 baran- 
gays under NPA influence and the 15 most 
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PHILIPPINES 2 


NPA chief Romulo Kintanar speaks his mind 


Fighting talk 


PA chief Romulo Kintanar — who es- 
N caped from a military prison in Nov- 
ember 1988 — represents the new, 
younger core of leadership in the Philippine 
insurgency. Like alleged CPP acting chair- 
man Benito Tiamzon, Kintanar was not with 
the original group around CPP ideologue 
Jose Sison which founded the CPP in 1968. 
Kintanar, a nephew of an Armed Forces 
of the Philippines (AFP) military intelligence 
general, joined the insurgency in the early 
1970s at the height of massive student 
demonstrations against the Marcos govern- 
ment. Two weeks ago, Kintanar — who 
openly admits his designation as "chief of 
staff" of the NPA — replied to a list of written 
questions submitted to him by REVIEW cor- 
respondent Rigoberto Tiglao. An edited ver- 
sion of Kintanar's replies: 


Government reports have claimed that 
the NPA has lost ground since February 
rr - 


= 


Communist insurgents: unique revolutionary doctrine. 


infiltrated provinces. Id literally bomb 
them, not only with the military, but with 
development funds.” 

Maceda estimates the CPP raises about 
P800 million (US$37.5 million) a year from 
local sources, with perhaps another P20 
million filtering in from overseas. Other ana- 
lysts say that may be on the high side, add- 
ing that at least 60% of the funds are col- 
lected in the relatively prosperous provinces 
of mainly agricultural central Luzon and 
northern Luzon where logging and mining 
ventures are vulnerable to extortion. 

Despite all the debate that swirls around 
the brushfire conflict, one factor remains 
clear: the Philippine insurgency is home- 
grown and largely self-sufficient. E 
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1986, pointing out that the NPA has not re- 
covered at all in two of its major guerilla 
fronts during the Marcos years, the Davao 
City area and Samar. Your comment? 

Our losses in Davao were due not mainly 
to enemy infiltration [as some AFP analysts 
have claimed] but to intense military opera- 
tions and propaganda against the revolu- 
tionary forces. However, we are rapidly re- 
covering and signs of renewed intensifica- 
tion of the revolutionary armed struggle in 
the region can be observed in the past few 
months. We expect all our fronts to erupt 
within two years, though there will be 
spearhead fronts and support fronts. 

Our forces continue to advance in Samar 
and you can find here one of the our most 
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highly organised mass bases, covering prac- 
tically the whole island. 


How do you react to interpretations of 
recent CPP statements that the NPA has 
scaled down its ‘sparrow’ (urban guerilla) 
operations because of the backlash? 

Partisan operations in Metro Manila re- 
main selective in their targets. These are lim- 
ited to AFP officers and soldiers and police- 
men confirmed to have committed serious 
crimes against the people and the move- 
ment. What some sections of the media 
have portrayed as "small-time policemen" 
allegedly victimised by the NPA sparrows 
were in reality notorious police elements 
hated by the local community for their 
abuses and crimes. But we need to explain 
this more adequately to the wider public. 

We have a sufficient number of organis- 
ers and operatives to launch complicated 
special operations in Metro Manila, Cebu, 
and Davao. 


Could you explain the CPP statement 
that the NPA “must act against US military 
installations and business enterprises"? 

Our starting point is that all US military 
and related civilian forces in the country are 
forces of occupation. All of them are targets 
of the movement, especially those directly 
involved in counter-insurgency operations. 
They have no business being here, even for 
the purpose of rest and recreation. 


There are reports that the NPA's major 
problem now is the acquisition of high- 
powered arms, such as anti-tank missiles 
and mortars. Is this accurate? 

High-powered arms like the ones you 
mentioned are needed to raise the level of 
tactics in revolutionary warfare. More im- 
portant than such weapons is the all-out 
mobilisation of the masses for armed strug- 


gle. 


Do you see any possiblity at all of more 
ceasefire talks with the government? 

What for? There is no basis [at present] 
for a ceasefire or negotiations. [However, ] if 
the situation in the battlefield changes, it 
may force the regime to make certain con- 
cessions. Then negotiations are possible. 


How do you assess the AFP's counter-in- 
surgency strategy and its morale now? 

The military calls their new strategy a 
"war of quick decision" within which they 
employ the tactics of gradual constriction. 
This simply means zeroing in on major 
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guerilla fronts and bases, destroying the 
mass bases and wiping out the bigger NPA 
formations. But too late. The movement has 
struck deep roots among the masses in the 
countryside and urban areas, and has at- 
tained battalion-and company-sized opera- 
tions. 

The AFP’s vigilante groups are disinteg- 
rating. In Davao, for example, their leaders 
are quarelling among themselves for money 
and other spoils. The AFP is more divided 
than ever. Factionalism has become more in- 
tense. Corruption and the palakasan (patron- 
age) in promotions and field assignments 
are exacerbating the internal conflicts. 


How did you get involved in the com- 
munist movement? 

I joined the movement as a mass activist 
during the ‘First Quarter Storm’ of 1970 [the 
height of student demonstrations against 
the Marcos government]. A year later, I was 
sent to Isabela [a province at the northen- 
most tip of Luzon island] for military train- 
ing and there served in the special unit of the 
NPA. Vic Corpus [a former NPA leader and 
now a colonel in the AFP] was my command- 
ing officer and we developed a close re- 
lationship. In 1972, I was captured at the 
height of military operations in the area, but 
when I was brought to Manila, I found a 





HONGKONG 


Local politicians float compromise on nationality 


A hole in the wall 





By Emily Lau in Hongkong 


ints of a compromise offer by British 
H authorities on the controversial issue 

of granting full British passports to 
Hongkong people have emerged in a pro- 
posal floated in the territory's partly elected 
legislature and "cabinet." 

Non-government members of the Execu- 
tive and Legislative councils (Exco and 
Legco) have broken a long silence on the 
issue of British nationality and un- 
animously urged London to review 
its nationality act to take into ac- 
count local people's concerns about 
Hongkong's future as a special ad- 
ministrative region of China after 
1997. Councillors asked London to 
give Hongkong people "the right 
of readmission" to Britain, an 
obscure immigration administra- 
tive device. 

This is the first time since the 
1984 Sino-British Joint Declaration 
on the future of Hongkong that the 
councillors have taken up the issue. 
Timid anyway about confronting 
the British Government, many 
members had clearly seen it as a lost 
cause. Some critics have said coun- 
cillors were complacent as many 
held foreign passports or had the 
means to secure one. 

About 3.25 million of Hongkong's 5.5 
million people have taken out locally issued 
passports, either as British Nationals Over- 
seas or as British Dependent Territories Citi- 
zens. Neither category has the right of 
abode in Britain, a right lost in the progres- 
sive tightening of entry for Commonwealth 
citizens since 1962. 

The councillors’ change of heart came 
shortly before the arrival on 17 April of the 








House of Commons foreign affairs commit- 
tee to pursue its inquiry into Britain's im- 
plementation of the joint declaration 
(REVIEW, 6 Apr.). In a submission to the 
committee, councillors said the root of 
local resentment and bitterness over 


Britain’s nationality policy was the deprival 
of the right to choose to live in Britain after 
1997. 

Most surprising is the endorsement of 
the submission by the Exco members, all ap- 





pointed by the government and rarely seen 
to step out of line with official thinking. 
Their endorsement has caused speculation 
that London may be prepared to make 
some concessions. The governor, Sir David 
Wilson, has himself remarked recent- 
ly that he had "a good deal of sympathy" 
for Hongkong people's bitterness. In 
February, Wilson was called in for discus- 
sions by Prime Minister Margaret Thatcher, 
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way of escaping. Then I was assigned to 
work in the hilly areas of Rizal and before 
long, I was deployed to Mindanao. 

It was there that my military and political 
skills were honed. I became part of the deve- 
lopment of the NPA in Mindanao from the 
days of the squad-sized, full-fledged guerilla 
units to the present companies and battal- 
ions. As a member of the CPP, I served in the 
party committees within the NPA and in sev- 
eral territorial committees. I had not seen my 
uncle [the AFP general] for a very long time, 
until I was arrested last year. He was unable 
to identify me when I was brought to him 
for interrogation. » 


which could presage some changes. 

The submission said granting the right of 
readmission to Britain would have the effect 
of lifting British immigration restrictions 
without having to change the nationality 
law. Such a right "could mature into right of 
abode upon five years stay in the UK, when 
the right to registration as a British citizen 
would arise." 

Senior Legco member Allen Lee said 
some Hongkong people already have this 
endorsement on their passports and 
suggested this could be done to all Hong- 
kong British passports. Councillors said the 
right of readmission would fall short of the 
right of abode because it would not protect 
people from deportation. But it would en- 
able them to work in Britain. 

Councillors said they would continue to 
press for the right of abode and would re- 
, garded restoration of the right 
” of readmission — a right which 

Hongkong British passport holders 

enjoyed until the 1970s — as a 
temporary arrangement until Bri- 
tain could amend its nationality 
law. The submission also urged 

London to allow crown servants 

and other special cases to re- 

gister as British citizens in any case. 

The territory's estimated 20,000- 
strong Indian community will 
meet the parliamentary com- 
mittee to press their demand 
for British citizenship for some 
10,000 people of Indian origin 
who may become stateless after 
1997. 

Other submissions could come 
from civil service unions who are 
also demanding the right of abode 
in Britain. The one representing the 

4,000 senior non-expatriate civil servants is 
particularly upset with London's secret 
promise in 1984 to about 400 administra- 
tive officers and 2,500 policemen of in- 
spector rank and above that they would be 
given the right of abode in Britain on re- 
tirement. (REVIEW, 16 Mar.) The union 
raised the matter with the government's 
civil service branch but was given short 
shrift. Li 
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THE 5TH COLUMN 


The future of reform in China 


s China's leadership gropes for sol- 

utions to a myriad of pressing prob- 

lems afflicting the Chinese econ- 

omy, polity and society in the near 
term, several more enduring questions of 
China's future evolution in the medium 
term present themselves. 

Can the Chinese Communist Party (CCP) 
preserve its political legitimacy and, if so, 
what will be the sources of that legitimacy? 
Will meaningful political participation for 
the populace expand or contract? Will de- 
mands for democracy grow? What levers of 
control will the party be able to employ? 
What will be the degree of balance between 
centralisation and decentralisation in both 
the economy and political life? 

On a broad level, will the state continue 
its withdrawal from intervention in society 
or reassert itself as during the Maoist era? 
Will the military continue its retreat from the 
political sphere? Can the institutionalisation 
of a civil service system reduce bureaucratic 
inertia and nepotism? Can corruption be 
checked effectively or is it endemic to the 
system? Will economic reform press ahead 
or fall prey to mismanagement or indecision 
about how to move? Will demands for 
democracy grow? 

These and other questions raise the issue 
of what China will look like as it enters the 
21st century. Surely no one knows — cer- 
tainly not the Chinese leadership. A few in- 
dividuals like CCP General Secretary Zhao 
Ziyang may have a coherent vision of where 
they would like to take China, but their days 
are consumed with short-term management 
issues at this difficult time. China is certainly 
at a crossroads today. 

It is worthwhile, therefore, to step back 
and speculate about China's future in a 
broader context. Ten alternative futures 
about what may lie ahead in the coming dec- 
ade follow. I hasten to warn that what may 
come to pass will probably be an amalgama- 
tion of these or other scenarios and, if Pe- 
king's past record is any guide to forecasting 
its future, China will continue to confound 
outside analysts by blazing a unique — and 
unpredictable — trail. 


Acceleration of Radical Reforms. This is 
the "nothing succeeds like success" scena- 
rio. The economy truly makes the transition 
towards a predominant market economy, 
while retaining some central planning and 
ownership. China's coast develops quickly 
and becomes an integral part of Pacific Rim 
development. 

Sustained high growth rates of at least 8- 
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By David Shambaugh 


10% are maintained without overheating 
and with stable inflation. Price reform suc- 
ceeds, the renminbi gains strength and 
eventually becomes an internationally con- 
vertible currency. Commodities increase in 
quantity and quality, and their production is 
demand-driven. Free labour and capital 
markets are introduced. Wages rise at a rate 
greater than inflation. Everyone gets a big- 
ger piece of an expanding pie. 

Politically, this scenario assumes that a 
strong consensus exists among the leader- 
ship and the regime enjoys popular legiti- 
macy based on improved economic per- 
formance, provision of social welfare and 
nationalism. 

Inner-party and extra-party democracy 
expands, the party and government become 
truly separated, and the National People’s 
Congress (NPC) gains genuine political au- 
tonomy and sheds its rubber stamp image. 

In addition, the press "iis greater free- 
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Home owners: radical prescription. 


dom and becomes a watchdog on govern- 
ment malfeasance. Law increasingly gov- 
erns civil, criminal and economic behaviour. 
Freedom of intellectual inquiry and creativ- 
ity accelerates. This would be the ideal 
world of such “radical reformers” led by 
none other than Zhao. 


Incremental Reform. In this “two steps 
forward, one step back” scenario, China 
moves slowly and cautiously towards a 
more open, market-oriented economy and a 
more participatory political system. While 
progress would be made towards a market 
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economy, the dominant force would remain 
the state planning apparatus, and owner- 
ship would remain predominantly public. 

Prices may float, but within state-set 
ranges in a dual-track pricing system. 
Wages would rise slowly, but not keep pace 
with inflation. Agricultural production 
would level out (as it already has), and 
China would remain a net grain importer. 

The distinction between party and gov- 
ernment would remain blurred. The NPC 
would gain more clout, but not become an 
independent political actor of any real sig- 
nificance. The bureaucracy would become 
gradually more meritocratic, honest and effi- 
cient. “Conservative reformers” like Premier 
Li Peng would dominate the political élite. 

Intellectuals would be given greater 
slack, but would have to “fly within a 
birdcage,” as politburo member Chen Yun 
once said. 


The Hungarian Model. In this scenario, 
the CCP's all-pervasive dominance of the po- 
litical arena declines and the party further 
withdraws from intervention in the social 
life and the nation, a genuine parliamentary 
system develops and competing political 
parties emerge to compete with the CCP — 
though the CCP remains dominant. 

This could take a number of forms, such 
as one of those existent in Hungary, Poland 
or even the Soviet Union. One can envision 
a Japanese-type variant to this model where 
competing factions within the ruling party 
alternate in power, as in the case of Japan's 
dominant Liberal Democratic Party. While 
political power would be more devolved 
and the economy more responsive to mar- 
ket forces, the state would maintain a strong 
guiding hand in economic development 
and foreign trade — as has been the case in 
Japan and the newly industrialised 
Asian countries. 


Bureaucratic Retrenchment. Here, 
China’s enormous bureaucratic interests as- 
sert themselves to blunt reform of any 
stripe. The sheer weight and political clout 
of these entrenched interests are enough to 
bog down reforms and then roll them back. 
The catalyst for such a turn of events is 
the Darwinian world into which much of so- 
ciety and some of the bureaucracy has al- 
ready been thrown as a result of the reform 
to date. Reform has spawned many losers, 
including the sprawling central bureaucracy 
and its provincial counterparts which are 
more content with the predictability of the 
neo-Stalinist system than the Hobbesian 
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world of almost unchecked competition. 
The question outstanding is whether the 
aried losers can coalesce and find a spokes- 
man for their cause. For the central bureau- 
cracy, politburo standing committee mem- 
“ber Yao Yilin may be just such an individual. 


-Élite Stalemate. In this scenario, uncer- 
tainty about how to proceed grips the 
leadership. Those who want to push ahead 
-with reform — whether radical or incremen- 
. tal — are effectively checked by those who 
| think things have gone far enough, or even 
hose who favour retrogression. The centre 
. of political gravity lies in the middle of the 
spectrum. No single leader or coalition of 
leaders can seize the initiative, build a win- 
. ning coalition and drive the national 
-.. agenda. The status quo prevails. 


> Élite Conflicts. This scenario is some- 
< thing of a variant of the previous one insofar 
“as a stalemate exists, but instead full fac- 
= tional conflict erupts at the top of the leader- 
hip and perhaps throughout the system. 
The scenario is characterised by isolated, 
-- rigid factions — as was Mao’s reign near its 
-end — rather than by the shifting coalitions 
< characteristic of much of the present era 
. under Deng Xiaoping. This scenario pre- 
_. sumes no supreme leader to keep factions 
<in check — and may be a real possibility 
¿xas the manoeuvring for position leading 
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right up to the Deng succession intensifies. 


Dominant Leader. This scenario could bea 
post-Deng possibility, though it is possible 
that he could reinsert himself more actively 
than is the case today. While Deng is pre- 
sently the pre-eminent leader, he is not as 
dominant as was Mao. 

Such an individual must have a coherent 
vision of the future and articulate a specific 
blueprint — in which ideology would no 
doubt play a large part — for China's deve- 
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The state, for reasons of privilege 
and entrenched power, will try 
to thwart irrepressible demands 

for socio-economic change. 
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lopment. He would also have to control the 
key organs of power — the personnel, prop- 
aganda, military and coercive apparatus — 
and possess a network of supporters. 

He would have to be a dynamic and 
charismatic individual, capable of rallying 
élite and mass support. Such an individual 
rarely emerges in revolutionary societies 
after the first generation leaves the scene. 


Corrupt System. Another possibility is - 


that China treads the path so well worn by 
other developing states — corruption. The 
regime's rule would rest in the first instance 
on an extensive patronage network en- 
forced through cronyism, nepotism, bribe- 
taking, kickbacks and so on. 

À second key element is the cooperation 
of the military and security organs into such 
a system. Such has been the case in many 
Southeast Asian, African and Latin Ameri- 
can nations, and there is no particular 
reason the same could not happen in China 
if the centre loses control and the party fails 
to act as an integrating force in society. 


Fragmentation. In this scenario, the cen- 
trifugal tendencies spawned by the reforms 
escape the centre's control, resulting in poli- 
tical and economic devolution, territorial 
fragmentation and a general systemic break- 
down. 

In the Hobbesian world of the reforms, 
everyone takes what they can get when they 
can and will not cooperate with attempts by 
the centre to put the genie back in the bottle. 
Those provinces that possess better resource 
endowment, have received greater invest- 
ment, have grown faster and, in general, 
have benefited more from the reforms 
would be the most resistent to attempts at 
re-centralisation. 

Uneven growth, in short, produces a loss 
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of territorial control by the 
centre, a devolution of 
power and fuels China's his- 
torical tendency to fragment. 
Indeed, it is perhaps inap- 
propriate today to think of 
China as a single enity any 
longer, but rather as a series 
of- several semi-autonomous 
macro-regions: the north- 
east; the Peking-Tianjin cor- 
ridor; the north China plain; 
the west and northwest; the 
upper, middle and lower 
reaches of the Yangtse; the 
southwest; south-central 
China, and the southeastern 
coast. 

Add to this mix class and ethnic cleav- 
ages, an ideological vacuum, increased so- 
cial pluralism and the possibility of full sys- 
temic breakdown is real. 


The Iron Fist. Faced with such a possibil- 
ity of systemic breakdown caused by eco- 
nomic and territorial fragmentation, de- 
volved political power, political demonstra- 
tions and widespread social unrest, great 
pressure would be exerted on the centre to 
respond with force. 
This would entail the employment first 
of the coercive apparatus — the Public Sec- 
urity Bureau, the People’s Armed Police and 
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Zhao: coherent vision. 


Ministry of State Security 
— and failing that, the 
army. The institution of 
martial law — as has recently 
been seen in Tibet — is not 
out of the realm of possibil- 
ity. In such a situation, sec- 
urity specialist Qiao Shi 
might make a grab for 
wer. 

Which of this spectrum of 
scenarios seems most likely? 
It would be foolhardy to 
think one can predict the 
evolution of such a large and 
complex country with any 
degree of precision; one can 
only hazard guesses. 
Moreover, China has proved itself an unpre- 
dictable moving target, at which China 
watchers aim their analyses. With this 
caveat in mind, where does this observer 
put his money? 

I bet on a sequence of scenarios. A combi- 
nation of Corrupt System and Fragmenta- 
tion over time induces a mixture of Bureau- 
cratic Retrenchment and Elite Stalemate, 
perhaps leading to outright Elite Conflict, 
thus rendering either Radical or Incremen- 
tal Reform impossible and probably fore 
closing the emergence of a Dominant 
Leader. 


WNHNIX 


While the leadership fights it out at the 
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Tax holiday up to year 2000 A.D. 
Exemption from Custom duty, sales tax, Octroi, and licence fee etc. 
Local markets available subject to import policy. 
Full facility for repatiation of capital and profits. 
Resident Pakistanis allowed to invest up to 40%. 
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Warehousing & trading allowed. 

Off-shore banking and insurance facilities available. 
One window service including issue of import and export permits. 
Production oriented labour laws. 
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top of the system, possibly coinciding with 
the succession to Deng, unrest accelerates 
throughout society — among students, 
workers, entrepreneurs, minorities and 
even intellectuals — which in turn provokes 
The Iron Fist. 

The problem is that the use of force is a 
last resort by a moribund state devoid of 
legitimacy, and it only further fuels discon- 
tent. The strength of China's coercive ap- 
paratus should not be underestimated and it 
may be able to restore order temporarily. 
But the seeds of China's next revolution — 
an entrepreneurial, democratic revolution 
— will have taken root. 

The contestants in the next revolutionary 
battle are no less than state and society. The 
state, for reasons of privilege and en- 
trenched power, will try to thwart irrepress- 
ible demands for socio-economic change. 
Thus an irony exists: the revolution of rising 
expectations unleashed by the Dengist re- 
formers over the past decade may prove 
their ultimate undoing. China's entrepre- 
neurial spirit and democratic aspirations will 
prove irrepressible. I do not know the win- 
ner of China's next revolution, but would 
venture to predict the loser: the CCP. * 


David Shambough is a lecturer in Chinese 
politics and a research associate of the Contempo- 
rary China Institute at London University’s 
School of Oriental and African Studies. 
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PAKISTAN 


Growing unrest challenges Bhutto’s central authority 


Provincial problem 


By Ahmed Rashid in Lahore 


he ruling Pakistan People's Party 

| (PPP) is facing major political chal- 
lenges in three of the country's four 
provinces where longstanding tensions be- 
tween the centre and the provinces have 
come into the open. Meanwhile, in the 
fourth province, Sindh, law and order has 


deteriorated, with over 40 people killed and 


150 injured in the past four weeks. 

The army and paramilitary rangers were 
patrolling the streets of many of Karachi's 
surburbs in the second week of April, and 
the week-long curfew in Hyderabad was 
extended as ethnic and student violence es- 
calated after a massacre in Hyderabad on 6 
April which claimed 15 dead and 40 injured. 
Masked gunmen had sprayed bystanders 
with bullets. The victims were largely Sin- 
dhis, who promptly accused extremist 
muhajirs, or Muslim migrants from India, of 
being responsible. 

Retaliatory killings then followed. On 13 
April in Larkana, a town in northern Sindh, 
a muhajir family was herded 
into their living room by 
masked gunmen who killed 
three adults and wounded two 
children. The killings were par- 
ticularly embarrassing for the 
government because Larkana 
is the home town of Prime 
Minister Benazir Bhutto. 

The new round of killings 


sion between the muhajirs be- 
longing to the militant Muhajir 
Qaumi Movement (MQM) and 
extremist Sindhis belonging to 
various nationalist groups, par- 
ticularly the Sindh National AI- 
liance (SNA). Sindhi nationalists 
in the Sindh provincial assem- 
bly have threatened the 
muhajirs. The MQM militants 
have responded with violence and threats to 
break with the PPP, its alliance partner in the 
Sindh government. 

The SNA extremists are opposed to the 
MOM demand that Bihari refugees from 
Bangladesh be resettled in Sindh, and they 
are doing their best to undermine the MQM- 
PPP alliance and force Bhutto to agree to 
keeping Sindh for Sindhis only. 

Gunfights between student groups at 
Karachi University are also common: in a 
six-hour shootout in early April at least two 
students were killed and several injured. 
The PPP is also riven with feudal factionalism 
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in Sindh, with one group of assemblymen 
trying to unseat Chief Minister Qaim Ali 
Shah. 

Bhutto has spent much of this month in 
Karachi and announced measures to in- 
crease the police force by 7,000 men and the 
rangers by 5,000. However, these adminis- 
trative measures will not be enough to con- 
trol the ethnic extremists on both sides, who 
are far better armed than the law-enforcing 
agencies. Reliable sources said the army was 
now fed up with having to maintain law and 
order in Sindh’s cities, as it did during the 
11-year rule of the late president Zia-ul Haq. 
Bhutto’s increasing use of the rangers to 
maintain law and order is an attempt to 
allow the army to return to the barracks. 

The government has been unable to pro- 
vide any long-term political solution to the 
violence, a legacy of the Zia era. But Bhutto, 
herself a Sindhi, is in a much more sensitive 
position than the former military ruler. The 
army had to accept her as prime minister 
when she won a landslide victory in Sindh's 
rural areas in the November 1988 elections 





Police arrest rioters in Karachi. 


or let Sindh explode. The opposition 
Islamic Democratic Alliance (IDA) that 
rules Punjab province has little support in 
Sindh where public sympathy is still behind 
Bhutto. But how she maintains law and 
order remains an important test for her gov- 
ernment. 

Meanwhile, the second round of con- 
frontation between the federal government 
and Punjab Chief Minister Nawaz Sharif, 
the IDA leader, has begun, following the fail- 
ure of an attempt to engineer a vote of no 
confidence in the Punjab assembly. A gov- 
ernment spokesman said the PPP wanted 
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national reconciliation, but added that those 
who had plundered the national exchequer 
in the past would be exposed. He said an 
earlier martial-law ordinance had benefited 
one industrial group to the tune of Rs 2.3 bil- 
lion (US$115.6 million). Although Sharif 
was not named, the central government 
said it was investigating what it termed fi- 
nancial irregularities in Sharif's business af- 
fairs. 

IDA leaders said that the charges were 
fraudulent and that economic mismanage- 
ment and corruption were also coming to 
light in the capital, Islamabad. There are 
fears that tit-for-tat accusations of alleged 
corruption between the government and 
the opposition could further fuel the bitter- 
ness. There also is a running dispute be- 
tween the two sides on the hiring and firing 
of bureaucrats in the province which has in- 
tensified and appalled the bureaucracy. 

In Baluchistan province, Chief Minister 
Akbar Bugti has demanded greater provin- 
cial autonomy, refused to accept non-local 
bureaucrats in the province and demanded 
that revenues from the Sui Gas project, 
which originates in Baluchistan, revert to the 
province. He also has refused to cooperate 
with the Rs 2 billion people's works pro- 
gramme, which is the only development 
programme the cash-strapped federal gov- 
ernment so far has announced. Both the 
Punjab and Baluchistan governments are 
threatening to take the issue to court. How- 
ever, Bugtiís real fear is 
Bhutto's success in striking 
a deal at the national level 
with the Jamiat Ullema Islam 
which, with PPP support, 
will be strong enough in the 
Baluchistan assembly to unseat 
Pugti. 

In the North-West Frontier 
Province, another powerful PPP 
ally, the leftist Abdul Wali 
Khan, who heads the Awami 
National Party (ANP) continues 
to criticise the government's 
policy on Afghanistan and is 
demanding that an ANP leader 
be made governor of the 
province. The army and Wash- 
ington are opposed to such an 
appointment, because the ANP 
is known for its sympathy with 
the regime of Afghan President Najibullah. 

The centre-provincial tensions reflect the 
PPP’s inability to win a clear mandate in three 
provinces during the last elections, while the 
problems in Sindh and Baluchistan are in- 
herited from Zia. But in Punjab, PPP's ac- 
tivism in attempting to oust Sharif has re- 
sulted in some PPP ministers urging caution. 
Sharif is to go to Washington ahead of 
Bhutto's own official visit, which begins on 5 
June. However, the government's long- 
term political stability and its relations with 
the army, depend upon it bringing peace to 
Sindh. E 
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CHINA 


Free market ts alive and well in a remote backwater 


County capitalism 
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By Robert Delfs in Zhuozi, inner 
Mongolia 
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huozi county seems an improbable 

choice as a new model for reforms. 

The only town, which the county 
takes its name from, is a dusty whistlestop 
on the railway between Peking and 
Huhehot, the capital of the Inner Mongolia 
Autonomous Region. Donkey carts and 
tractors outnumber motor vehicles, the 
26,000 urban dwellers make up only 11% of 
the population, and there are no high-rise 
buildings or gleaming new factories. 

But Zhuozi has gone further than any 
other place in China in reducing the eco- 
nomic role of the state and Chinese Com- 
munist Party. The county has unloaded 
most of its state-owned enterprises and 
abolished all but six of what were formerly 
127 separate government offices. It has freed 
. a prices, including grain, and privatised all 
urban housing. The informal powers and 
privileges of state and party cadres, which 
county officials claim encourage cor- 
ruption and abuse of power, have 
been reduced. 





At a time when the climate for re- P 
form has been dampened by at- 
tempts to reassert central control over 
China's runaway economy, Zhuozi 
has suddenly become a new rallying 
point for supporters of reform. Also, 
because it is a poor county in a poor 
region, Zhuozi's example undercuts 
the widely held view that radical | 
market-oriented reforms are only 
suitable for highly developed coastal 
and suburban areas. 

Critics, however, accuse the 
county leaders of restoring capitalism 
and presiding over a massive give- 
away of state assets. They dismiss 
the county's efforts as no more than 
abdicating control with no clear direction or 
plan, and claim that county leaders have 
failed to do a good job of “grasping” rural 
work and the problems of agriculture. 

The core of the Zhuozi experiment is get- 
ting government out of the business of run- 
ning business. There are hardly any state- 
owned enterprises left in Zhuozi county ex- 
cept for the banks, which are branch offices 
under a vertical national system and outside 
of county government control. All but four 
of the county’s 22 formerly state-owned fac- 
tories and 27 of 41 commercial enterprises 
are now independent collectives or have 
been leased to other enterprises outside the 
county. 





Zhuozi county may be the only truly free 
market in China. There are essentially no 
price controls, not even for grain and key 
raw materials, such as steel and fertiliser — 
the only exceptions being electricity charges, 
postal fees, and railway fares. This year, 
farmers will no longer be required to sell 
grain or oilseeds to the state at fixed, low 
prices. 

The main hospital, though formally still a 
county-run institution, has been contracted 
over to its staff and now competes with 
other collective and privately run clinics, 
and independent doctors. Public education 
funds are now provided on a per student 
basis, forcing the county's public schools to 
compete with newly established indepen- 
dent private and collective schools. 

There is no longer any county economic 
commission. There is a planning commis- 
sion but it does not approve investment pro- 
jects, and the other bureaus normally re- 
sponsible for managing industrial or com- 
mercial enterprises have been abolished. 
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The number of state cadres employed by the 
county has been reduced from 547 in the 
mid-1980s to only 310 today. 

The Zhuozi experiment began in 1984 
with the arrival of Zhu Xuan as county party 
secretary and Zhang Chu as magistrate. 
Zhu and Zhang had the support of Zhou 
Hui, then party secretary of the region, who 
backed them up at several key points when 
they ran into opposition from regional 
bureaucrats. It has not hurt that Zhang’s 
uncle is Xi Zhongxun, a former vice-premier 
and politburo member who is presently 
vice-chairman of the National People’s Con- 
gress Standing Committee. 

The original impetus for the Zhuozi re- 
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forms was simply that the county gove 
ment was bankrupt. Factories establish 

the 1960s and 1970s were operating in 
red and the county suffered continuo 
grain deficits. In the early 1980s, per capita 
rural income was only Rmb 70-80 (US$18.80- 
21.50) a year and county revenues covere 
only 20% of government operating ex- 
penses, making the county highly depen: 
dent on infusions of cash and relief gre 
from the central government. 

Local revenues last year reached 
7.47 million, four times higher than in 
and enough to cover nearly half of all co 
expenditures. To accomplish this, 
county has drastically reduced the size of the 
county government and unloaded its loss- 
making enterprises through heavily d 
counted buyouts to staff and workers. 

One large buyout was the county ceme 
factory. Built in 1971 at a cost of Rmb 3.7 r 
lion, the plant lost a cumulative total of mo 
than Rmb 230,000 in its first 12 years of ope 
ation. It began making money after conv 
sion to contracted management in 1984, b 
it quickly became apparent that the new i 
centives to maximise short-term profits were 
leading to an excessive deterioration. of 
equipment, threatening long-term earnings 
poenta. 

The plant was auctioned off in Nover 
ber 1987. The winning bid from a group 
staff and employees led by plant manag 
Pang Yutao was Rmb 3.27 million 
approximately matching the es 
mated depreciated value of the f 
tory’s original assets. This price w 
then discounted by Rmb 10,000 | 
each of the 250 staff and worke 
The remaining Rmb 770,000 is being 
paid back in three annual inst 
ments, the last of which is due 
year. | 
The Rmb 2.5 million credit was 

allocated to employees according 
length of service in the form of shar 
in the now collectively owned ent 
prise. New employees, howev 
will have to stump up the cash to 
come stockholders. “It may look. 
though the original staff and works 
got a good deal," Pang explains, “b 
they have sacrificed their status. 
state enterprise employees. This requires 
compensation.” 

The county has extended even large 
preferential credits to state cadres to indu 
them to leave government service for bu: 
ness and real estate projects. The county a 
ditorium was auctioned off to six cadres w 
bid Rmb 220,000 to redevelop the site as 
small shopping centre. 7 

This price was then discounted by Rr 
90,000, a sum arrived at according to th 
rank of the bidders — Rmb 15,000 for an ordi 
nary cadre, Rmb 20,000 for a section-lev: 
cadre and Rmb 25,000 for a oqunity rey 
cadre. 

Granting credits to cadres according, 

























ank hà been. cnn — at least 20 
cadres who objected to the scheme on ethi- 
cal grounds have requested and received 

_ transfers outside the county. But Zhuozi of- 

< ficials defend the scheme. “No one will give 

. up their iron rice bowl and privileges for no- 

. thing," one official said. "We are just being 

- realistic." 

~~ The National Administration of State 

+ Property (NASP), a newly established State 
Council bureau, is more concerned that 

Zhuozi may have improperly disposed of 

tate property. “NASP says it is illegal to sell 

tate property for less than the depreciated 

a Peking economist 

j . "But shouldn't we discount 

E under-performing assets? If a loss-making 

enterprise becomes profitable after a buyout 

and generates tax revenues, has the state 

-really lost?" 

: S The mechanism by which Zhuozi county 

. operates a free-price system while the rest of 




















the country has a mixture of state-controlled 
as well as free pricing, is simple: there are no 
industrial enterprises producing under the 
state plan, so all the county's manufactures 
are soid at free prices. 

The materials bureau is now an indepen- 
dent wholesale company, but it still receives 
allocations of steel, chemical fertiliser and 
other price-controlled goods from provincial 
agencies at plan prices. The county govern- 
ment imposes an adjustment fee on these 
goods equivalent to the difference between 
the current free-market wholesale price and 
the lower planned price. All retail sales are at 
free-market prices. 

Decontrol of the grain market this year 
has been simplified because historically the 
county is a deficit area with no obligation to 
turn over quota grain to higher levels. The 
government will continue to provide Rmb 4 
million in grain subsidies or about Rmb 13 
per urban resident every month. This sub- 
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Suharto’ s comments a increased political debate 
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? By Michael Vatikiotis in Jakarta 
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he revelation that Indonesian Presi- 
- dent Suharto did not disagree with 
cM the idea of more than one candidate 
"standing for the presidency has galvanised 
. political debate here. Coming after a week 
when parliament demanded more govern- 
. ment accountability, students demonstrated 
. freely and a senior minister talked of the 
. need for more democracy, the president's 
.. Views have convinced even cautious obser- 
. vers that political change is under way. 

=. What remains unclear is whether the de- 
. bate is evidence of a groundswell of support 
_ for a change at the top, oris being generated 
artificially by those in power to gauge the 
<- Strength of feeling against them and bring it 
“under control well before 1993. Suharto's 
current five-year term ends then and a 
, number of indications suggest he will step 










: amiliar vehicle of one of his ministers, on 
- this occasion Coordinating Minister for Poli- 
tics and Security Sudomo, who added that 
-the president still felt that a vote should be 
evaded. 

-—. An incredulous press corps asked 
-Sudomo if the president "really said that?" 
-- a response to the fact that for most of 
- Suharto's 23 years in power there has been 
:no open debate about the succession. The 
_ president, though challenged on several oc- 
.€casions — most notably by factions in the 
mitaya in 1973-74 — has never faced oppo- 


uceession talk 


sition to his candidacy for a further term. 

The notion that Suharto’s current term of 
office may be his last has been gathering 
strength since his re-election in March 1988. 
The view stemmed from within the armed 
forces (Abri), the political parties and from 
many of the old guard who began openly to 
assert that 1993 should mark the transfer of 
power to the younger generation. 

Curiously, despite this being the period 
between elections when political activity is 
supposed to shut down, the way in which 
such issues are now discussed is more open 
than at any time during the 1987-88 election 
period. The view that, knowing speculation 
is inevitable, Suharto is gauging the situa- 
tion now, is favoured by those who know 
his style. “The president is fond of floating 
trial balloons to test the ground for support,” 
said one veteran observer. 

But if the trial balloon scenario is accu- 
rate, it could prove risky and might get out 
of control. Certainly, the enthusiasm with 
which the normally strictly controlled na- 
tional press has greeted Suharto’s remarks is 
evidence of support for adjustments to the 
current system. The government party Gol- 
kars own newspaper Suara Karya com- 
mented on 14 April: “We regard President 
Suharto's view . . . as a progress that will 
open a new page in history." 

And conflicting or ambiguous state- 
ments emanating from Abri headquarters 
about the recent spate of student protests 
(REVIEW, 20 Apr.), have done little to clarify 
the position of the politically influential mili- 
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sidy is now paid in cash and both farmers 
and consumers sell and purchase grain at 
open market prices. 

Implemented in seclusion over the past 
five years, Zhuozi's reforms have only re- 
cently begun to be publicised in the national 
media. A conference in March which cele- 
brated Zhuozi's reforms was attended by 
Peking's most prominent reformists, who 
criticised the government's neglect of re- 
forms under the new austerity policies. 

Being in the spotlight may pose new 
problems for Zhuozi. "Fame can be helpful 
but also dangerous," Zhang said. "A lot of 
things said at that conference really have no- 
thing to do with us." 

Rumours in Peking say that both Zhu 
and Zhang will soon be promoted out of the 
county to new, higher-level posts. Continu- 
ing Zhuozi's reforms after the two men most 
responsible for them are gone may be the 
next and most difficult test forthe county. @ 


tary about the current ferment. Directly after 
Abri commander Gen. Try Sutrisno ap- 
peared to lend support to the students by 
saying protests were acceptable as long as 
they "act maturely," the chief military 
spokesman reminded the public that a mili- 
tary security order banning all demonstra- 
tions enacted in 1970 was still in force. On 12 
April police in Bandung used batons to 
break up a march by 200 students over a 
land dispute. 

However, strong hints that there was 
tacit military tolerance of the students were 
lent credence by the speaker of parliament 
Kharis Suhud, a retired general. In an ap- 
parent reference to the army's support for 
students during the 1966 protests that 
helped Suharto come to power, Suhud 
warned of moves to "separate the armed 
forces from the campuses." 

These and other comments made by 
senior or retired officers over the past few 
months have served to reinforce the view 
that the military is quietly preparing for a 
possible change of the country's leadership 
in 1993 (REVIEW, 6 Apr.). 

The rumoured creation of a new post of 
deputy armed forces commander in the 
June round of military appointments, would 
add weight to the general staff which plays a 
crucial role in planning political strategy, 
with current army chief, Gen. Edi Sud- 
rajat, being tipped for the job. The promo- 
tion of more men linked to the former armed 
forces commander and current Defence 
Minister Benny Murdani, would enhance 
Abri's intelligence and political talents. 

Meanwhile, Indonesia is basking in an 
unseasonal climate of openness. Eschewing 
the customary obliqueness Interior Minister 
Rudini recent urged a group of students to 
promote democratic life in Indonesia. "We 
should not close ourselves to the develop- 
ment of democracies outside Indonesia," 
Rudini said. " 
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The published profit 
attributable to the share- 
holders of The Hongkong 
and Shanghai Banking 
Corporation has risen each 
year for over 20 years. 


Main points of the 1988 

results: 

e attributable profit up 19.7 % 
to HK$4,300 million 
(US$551 million) 

* earnings per share up 15.5% 

e total dividends up 16.7% 

* one-for-ten capitalisation 
issue proposed for 1989 


Together with its subsidiaries 
and associates, The Hongkong 
and Shanghai Banking 


Corporation ranks among the 
30 largest banking groups in 
the world. Listed on stock 
exchanges in Hong Kong and 
London, its shares are held by 
over 185,000 shareholders. 
The HongkongBank group 
has more than 1,300 offices 
in some 50 countries and a 
staff of over 52,000. 


For a copy of the 1988 
Annual Report, please write 
to Department R4, Group 
Public Affairs, The 
Hongkong and Shanghai 
Banking Corporation, 

1 Queen's Road Central, 
Hong Kong. 
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HongkongBank 


The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwidk 


CONSOLIDATED ASSETS AT 31 DECEMBER 1988 
EXCEED USSII3 BILLION. 
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AUSTRALIA 


Hawke's twin gamble fuels talk of early polls 








By Michael Malik in Sydney 
T he Australian Government has deliv- 





ered a promised personal income tax 

cut, plus improved social benefits, 
coupled with an agreement with the trade 
unions over additional wage increases in the 
next year. In doing so it is taking a massive 
economic and political gamble, the odds 
lengthening with Australia's deteriorating 
external balance. 

At the same time, Prime Minister Bob 
Hawke has taken a further risk with his own 
party's unity by reviving the divisive issues 
of privatisation and uranium mining, two 
emotive subjects sure to alienate the left- 
wing of his Labor Party. 

With political opinion polls putting Labor 
just behind the opposition Liberal-National 
coalition nationally, and Hawke's personal 
approval rating dipping below 50% for the 
second consecutive month, the only conso- 
lation for the government is the inability of 
the opposition to gain any electoral benefit 
from the anti-Labor sentiment. 

A vital by-election for a Victoria state par- 
liamentary seat, only three days after the 
announcement of the tax cut, was narrowly 
won by Labor, but only because almost all 
the 5% swing against it went to minor par- 
ties rather than the Liberal candidate — con- 
firming a trend in other recent elections. 


The government's economic policies are’ 


difficult to interpret and opinions are sharp- 
ly divided as to whether the tax cut is a pre- 
lude to a quick election or an indication that 
the government will hang on. Constitution- 
ally it could wait until September 1990, but 
anything later than the first quarter of next 
year is most unlikely. On his part, Hawke 
has denied any plans for an early general 
election. 

In priming an already overheating econ- 
omy with the equivalent of a 12-1396 in- 
crease in wage-earners' real incomes, while 
still awaiting confirmation that earlier tight 
fiscal policy is sufficiently slowing demand 
to ease inflation and the country's balance of 
trade problems, Hawke and Treasurer Paul 
Keating seem to be defying accepted eco- 
nomic wisdom. 

But Keating maintains he had no alterna- 
tive. If he had not agreed to the tax cut plus a 
maximum of 6.5% wage increases over the 
next 12 months, the wages breakout would 
have been much worse and could have en- 
dangered all his efforts, since taking office in 
1983, to reform and restructure the econ- 
omy, he said. The tax cuts will mean the 
average wage earner will pay about 4% less 


30 


Double or nothing 





in tax or the equivalent of A$20 (US$16) a 
week. The wage rise, in two stages, will add 
another A$30 a week. 

The tax cuts, announced on 12 April, will 
come into effect at the start of the Australian 
financial year on 1 July and will cost the 
treasury A$4.9 billion, which Keating says 
he can afford, in addition to his predicted 
A$5.5 billion budget surplus, while main- 
taining a zero government borrowing re- 
quirement. 

In addition to the tax cuts, Keating also 
announced adjustments to improve the pos- 
ition of pensioners which were immediately 
interpreted by critics as a cynical acknow- 
ledgment of the unexpected showing of the 
"Greypower" pensions' party in the recent 
Western Australian state election. 

A rise in child allowances and their link- 
age to inflation were interpreted as an ans- 
wer to Liberal Party policy emphasis on 
"family values," as well as redeeming a 
pledge Hawke made on child poverty dur- 
ing the last general election campaign in July 
1987. 

Three aspects of the Keating statement 
were surprising: his agreement to the trade 





rates would soon eat away the tax benefits. 

What puzzles most commentators is that 
the tax give-away looks very much like part 
of preparations for an election — but all 
other financial indicators suggest Labor 
would do better to wait until early next year 
in the hope that inflation and interest rates 
come down. 

While the economics of the package can 
be questioned, there is no doubt that it 
serves one of Labor's prime objectives: to 
deny opposition leader John Howard any al- 
ternative policies. In any case, Howard's 
Liberal Party is caught up in yet another 
bout of internecine fighting, this time over 
attempts by hardline free-marketeers to oust 
moderate Ian McPhee from his Melbourne 
electorate. 

Although roundly condemned by his 
own Left, which dubbed Hawke's move 
"madness," it could well be that, recognis- 
ing that an election defeat is possible, Hawke 
sees the opportunity to force at least some 
injection of public funds into such corpora- 
tions as Qantas, Australian Airlines and the 
Commonwealth Bank, all of which are urg- 
ing such a move. 

Hawke has sought to reopen the debate 
on uranium — at the moment a huge poten- 
tial export earner which is virtually locked 
away by ideological objections from the Left 
— with a novel twist. While announcing 
that the government has decided to allocate 
A$7.8 million towards research into the 
"greenhouse effect," or gradual heating up 
of the atmosphere, he added that the re- 
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Hawke and Keating: defying accepted economic wisdom. 


unions’ claim for a 6.5% wage rise over the 
next year in addition to the tax cut, which 
originally was supposed to replace wage 
rises; the fact he produced nothing to justify 
his hope that inflation and the adverse trade 
balance would slow; and that he held out lit- 
tle hope of a reduction in high interest rates, 
the No. 1 problem for most Australians. 
With home loans at 16% due to the gov- 
ernment's belated tight money measures to 
try to slow the economy, particularly de- 
mand for imports, first reactions from voters 
appeared to be that inflation and interest 
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placement of fossil fuel energy by nuclear 
power might mean reconsidering the pre- 
sent “three-mine” policy — limiting mining 
to the three existing mines — and examining 
the possibility of exporting uranium. 

By suggesting that nuclear power — 
which he ruled out in the near future for 
Australia itself — was an option conser- 
vationists have to consider, Hawke neatly 
moved to bring the powerful ecological 
lobby behind the idea of reaping export 
benefits from the country’s uranium de- 
posits. s 
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SOUTH PACIFIC 


Moscow’s new approach 
for fishing rights 
Casting for 

a bite 


By Sarah Walls in Noumea 











he Soviet Union is putting out more 

lines to secure a stake in the increas- 

ingly lucrative South Pacific fishing 
industry and, thanks both to a changing in- 
ternational climate and Pacific dissatisfaction 
with Asian hard-bargaining, its prospects of 
a bite look brighter than in the past. 

It is particularly keen to get access to the 
tuna-rich zone that lies between Papua New 
Guinea, the Solomon Islands and Vanuatu, 
and recently broached its interest with the 
15-nation South Pacific Forum agency, the 
Forum Fisheries Agency (FFA). 

Following a meeting in early April be- 
tween Soviet Ambassador to Australia 
Eugene Samoteikin (who is also accredited 
to some smaller regional countries) and FFA 
director Philip Muller, an official Soviet dele- 
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gation is expected within the next few 
months for further talks with the agency. 

At the same time, Australia, one of the 
strongest critics of the first Soviet fishing 
deals in the Pacific — with Kiribati in 1985 
and Vanuatu in 1986 — is today well on the 
way to signing a Soviet fishing deal of its 
own, while both Vanuatu and New Zealand 
are re-negotiating existing agreements. 

A measure of warming relations is that 
under the new deal with Australia, Soviet 
fishing vessels operating in Antarctica are 
expected to have port access, something de- 
nied under both the Kiribati and Vanuatu 
agreements. Australian diplomats say that 
the deal, which is part of an expanded com- 
modities agreement, may also allow Soviet 
vessels to fish in Australian waters. 

Canberra would probably still be worried 
if Soviet fishermen gained similar shore 
facilities in the smaller states. It says it is not 
operating a double standard: unlike the 
small island states, it had a sophisticated 
counter-intelligence agency able to guard 
against misuse of port privileges. 

Samoteikin stresses that the Soviet 
Union's interest in the Pacific is strictly com- 
mercial. "We want to catch fish, and pay rea- 
sonable prices for our catch," he said. "The 
biggest resources are with Papua New 
Guinea, Vanuatu and the Solomons, and if 
we have an agreement with all three coun- 
tries, it means we can follow the fish just as 


the Americans, the Japanese and other 
countries do." 

As for concern about other motives, 
Samoteikin says the main guarantee for 
Pacific nations is that the Soviet Union 
has fishing deals with about 60 countries, 
none of which were as suspicious initially 
as Australia. "Also we are open to any sug- 
gestions of fishermen who want to join 
us or about training people from those small 
islands." 

The Soviets may be partly motivated by a 
desire to develop the country's vast eastern 
seaboard. With the tuna market in US dol- 
lars, an international fishery from the port of 
Vladivostok would also mean an attractive 
source of hard currency — the South Pacific 
catch of a single tuna species, albacore, is 
worth US$100 million a year. 

The Soviet move also means competition 
for the Japanese and Taiwanese, who have 
been slow to respond to Pacific pressure for 
improved fishing agreements. If Pacific at- 
titudes to the Soviets have changed, says 
Muller, it is partly because the Soviet interest 
now seems genuinely commercial. 

"What was inconceivable two or three 
years ago, is now reality," he said. "If the 
Soviets had not come, we would in large 
measure be at the mercy of the Asian fisher- 
men. We want a fair return for our resource, 
and we don't want to miss a commercial op- 


portunity.” 5 
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NORTH KOREA 1 


Lighter mood prevails as Pyongyang awaits the world 


Iron fist relaxes 





By Louise do Rosario in Pyongyang 


orth Korea is in a rare relaxed political 
N mood this year as it prepares to wel- 

come an unprecedented flood of 
thousands of delegates, journalists and 
tourists to July's World Youth Festival in 
Pyongyang. The grip on one of the world's 
most tightly run societies has been loosen- 
ed by a combination of international and 
domestic pressures. 

Pyongyang's determination to turn the 
festival, which centres around discussion of 
political issues, into a showcase rival to the 
Olympic Games hosted by Seoul in 1988 has 
contributed to the new-found flexibility and 
spirit of compromise, but analysts caution 
that as long as President Kim Il Sung lives, 
North Korea is unlikely to undergo radical 
change. 

Ideological slogans, huge revolutionary 
monuments and statues and posters of Kim 
still dominate Pyongyang. The oppressive 
mood of secrecy, suspicion, apathy and 
heavy propaganda is unmistakable. The 
spirit of revolution and class struggle is 
glorified endlessly over television and radio, 
and in plays and books. Vans with 
loudspeakers broadcasting revolutionary 
music and messages roam the country, try- 
ing to mobilise people on the latest produc- 
tion campaign. 








There is, however, some change. 
Women in Pyongyang are wearing slightly 
shorter skirts and makeup where once au- 
stere revolutionary clothes were the norm. 
Foreigners are sometimes acknowledged 
with smiles and nods. Shops have more 
goods and there are more restaurants. Last 
year, two churches were opened. Five ^Dol- 
lar Shops" selling imported consumer goods 
are open to most Pyongyang residents pro- 
vided they pay in foreign currency. Four 
times a month, a small, privately run urban 
market offers food at prices much higher 
than fixed state prices offered elsewhere. 





Olympic stadium: showcase. 
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One influence for change has been over- 
seas Koreans who, since the early 1980s, 
have visited North Korea for personal and 
business reasons. Their better standard of 
living has impressed local people. Returning 
North Koreans who have spent time study- 
ing or working abroad have also brought 
back new ideas and expectations which 
have fuelled dissatisfaction. ° 

North Korean officialdom is also anxious 
to accommodate foreigners’ requests. A 
group of visiting journalists found inter- 
views and visits were arranged at short 
notice, and that they were given a degree of 
freedom outside the official programme — 
something unheard of previously. 


he friendliness is likely to last at least 

until the festival is over on 8 July and 

reflects a desire to reach out interna- 
tionally to counteract South Korea’s high 
profile after the Olympics, and its economic 
growth and the reunification campaign. To 
do so, Pyongyang will allow itself to be sub- 
ject to intense foreign scrutiny during the 
festival — and in trying to project a confi- 
dent image it has even agreed to allow the 
sensitive issue of human rights to be dis- 
cussed. 

The change in mood, however, does not 
represent any fundamental policy change. 
Officials still assert that their system is per- 
fect. As the communist party newspaper 
Nodong Sinmun said on 17 January: “Our 
country is a paradise where all things that 
our people have long desired and dreamed 
of are blossoming in reality.” 

Soviet glasnost and the Chinese reform 
moves are explained as policies designed to 
meet specific conditions in other countries. 
“We have our superior economic manage- 


Even Pyongyang has since late 1988 discreetly begun to deve- 
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Reality presses in 


After a year of unusual diplomatic setbacks, Pyongyang is slowly 
accepting that its socialist friends are ignoring its displeasure and 
going to South Korea for business and technology. It has brought 
some calm and tolerance to Pyongyang’s foreign policy. 

Rather than threaten to sever diplomatic relations as Pyon- 
gyang did when Hungary opened an embassy in Seoul, similar 
moves by other socialist countries have gone officially unre- 
marked. “It’s a pity that some socialist countries are abandoning 
their principles for a few dollars," said Kang Jong Il, a member of 
the Korean Society for Relations with Foreign Countries. “But 
we'll not cut ties with them; we would not do such a foolish 
thing. I hope they will not go too far." 

The courting of Seoul by other communist countries slipped 
into high gear this year with the Soviet Union, China, Poland and 
Bulgaria at varying stages of setting up trade offices in Seoul. 
They have promised not to upgrade these offices to full consular 
status, but this seems inevitable if economic cooperation with 
Seoul develops. After all, Hungary had a trade office for two 
years before upgrading it. 
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lop friendly ties with capitalist countries it continues to condemn 
publicly. Two Australian diplomats from Peking, for example, 
were invited to Pyongyang in January, and Pyongyang has been 
forming joint ventures with Belgium, France and Sweden. 

Bound as it is by its policy of self-reliance, Cold War-style 
ideology and other constraints, Pyongyang is unlikely to make 
diplomatic headway against the move towards Seoul. Except for 
the Soviet Union and China, Pyongyang has limited leverage in 
other countries. "What can we get from them?" an East Euro- 
pean diplomat asked bluntly. 

Most Pyongyang officials are aware of the isolation and obser- 
vers believe it will be acutely felt during the birthday celebrations 
of President Kim Il Sung this month and the national anniversary 
in October, both of which previously drew large numbers of for- 
eign guests. 

North Korea is also one of the few remaining countries that 
still speaks in Cold War terms despite international moves to- 
wards détente. But it has survived the ideological gap with the re- 
form-minded Soviet Union and China because of its strategic im- 
portance to them. 

Both provide much of its economic aid. China is reportedly 
contributing US$30 million in food, transport and other needed 
supplies for the World Youth Festival, an international gathering 


27 APRIL 1989 





ment system; we don’t need to apply what 
other countries are doing,” said Li Myong 
So, a professor at the Academy of Social 
Science in Pyongyang. 

Pyongyang’s economy is still cast in the 
classic Stalinist central planning mould, 
with emphasis on targets, heavy industry 
and big-capital construction. Although the 
government has said it will improve the sup- 
ply of light-industrial and consumer pro- 
ducts, Li was unable to provide any output 
figures in that sector. 

Foreign residents in Pyongyang said that 
while city people are better dressed, there 
are food, and especially meat, shortages. 
The gap between the standard of living in 
Pyongyang and the countryside has also 
widened, as the privileged enjoy more bene- 
fits, helped partly by the capital inflow from 
overseas Koreans. 

Economic efficiency, however, does not 
appear to be a major consideration when it 
comes to building impressive monuments. 
No one knows how much a particular pro- 
ject costs exactly and where the resources 
come from, but when asked if North Korea 
needs the world’s biggest covered stadium 
and the tallest hotel, the answer is couched 
in nationalistic rather than economic terms. 

“Foreigners always think that only rich, 
big countries can build such projects. We 
have as much right as any country to build 
for our people,” said one of the managers of 
the 150,000-seat Nungnado Stadium built 
when Pyongyang harboured hopes of 
jointly hosting the 1988 Olympic Games 
with Seoul. 

While big public projects elsewhere may 
help stimulate economic growth, in Pyong- 
yang they compete for scarce resources, 
especially manpower. Even white-collar 


that is dominated by political discussion, which Pyongyang will 
host in July. The Soviet Union, whose delegate at the festival’s 
preparatory meeting in late March called for greater self-suffi- 
ciency for future similar events, is expected to provide Rbl 20-22 


million (US$32-35 million), sources say. 








Panmunjom from the North. 


workers and low- to middle-ranking officials 
have been deployed from their normal 
duties to building sites to meet construction 
deadlines. 

On a recent late Friday evening, repairs 
on many of the city’s main streets were still 
being carried out. On Sundays, schoolchil- 
dren, armed with small hand tools, were 
planting trees and cleaning the roads. 
Women work particularly hard, waking up 
at 5 a.m. to do housework before they queue 
for buses to take them to work. Political 
study also takes up many hours of the week. 

North Koreans crave for a better life. On 
Sundays, large crowds throng local depart- 
ment stores, and expectations may grow 
further when they compare their lives with 
those of the thousands of visitors expected 
for the festival this summer. In a bid to dam- 
pen enthusiasm for foreign things, Pyong- 
yang has intensified propaganda about the 
evils of Western influence. But the door 
once opened may not be able to shut. » 


tial 
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NORTH KOREA 2 


Talk of reunification 
is less than sincere 


Propaganda 
and paranoia 


n response to Seoul's flurry of proposals 
[= Korean reunification, Pyongyang 

has been quick and aggressive in its 
propaganda efforts but slow in coming up 
with any new practical counter-proposals, 
Pyongyang-based diplomats say. Since the 
end of 1988, the diplomats say, Pyongyang 
has adopted a policy of “multi-channel” 
North-South dialogue — inviting a select 
group of dissident writers, students and re- 
ligious leaders from the South — but with 
no sign yet of opening its door to just any 
southern visitor. 

There have been no changes in Pyong- 
yang’s well known reunification policy of 
no “two Koreas” or “cross-recognition,” for- 
eign sources say, but a confederation under 
which both governments coexist — a posi- 
tion reiterated at great length by the North’s 
Committee for the Peaceful Reunification of 
the Fatherland (CPRF) in its joint statement 
with dissident South Korean pastor Rev. 
Moon Ik Hwan at the end of his Pyong- 
yang’s visit in late March. 

There is also no sign that Pyongyang will 
recognise the Roh Tae Woo government in 
Seoul as popularly elected and, therefore, 
legitimate. Everyday, about half of the news 


Although Pyongyang-Washington diplomatic contacts were 
renewed last year after four decades, there has been no substan- 
in bilateral relations. The two sides met for the third 
time in Peking on 28 February, with the US saying that it was pre- 


Diplomats believe the Soviet Union provides a wider range of 
aid to Pyongyang than China does. According to the CIA, Mos- 
cow’s trade-related aid to North Korea dropped from US$260 
million in 1981 to US$95 million in 1986, but many Soviet experts 


still work on important joint ventures in North Korea. 


While it may provide less in monetary aid, China carefully 
avoids upsetting its neighbour, always making sure that, as one 
source said, it is “one step behind others in developing ties with 
the South.” Peking has delayed the opening of its Seoul trade of- 
fice, pending communist party General Secretary Zhao Ziyang’s 
visit to Pyongyang later this month. To appease Pyongyang, 
Zhao may issue a statement that China will not recognise South 
Korea officially — an assurance which Soviet Foreign Minister 


Edward Shevardnadze also made in Pyongyang last year. 


Although Zhao is reform-minded, he is not expected to raise 
the topic of reform while in Pyongyang. So while Chinese in Pe- 
king privately compare today’s North Korea with China’s devas- 
tating 1966-76 Cultural Revolution upheaval, they always add 


that China will not intervene in North Korea’s internal affairs. 
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mature to hold trilateral talks (between Washington, Pyongyang 
and Seoul) about the Korean peninsula at this stage and that it 
was more important that the North and South should talk to each 
other first. The North responded with a predictable attack on the 
joint South Korea-US annual military Team Spirit exercise. 

Contacts continue, however. Four North Korean delegations 
have recently been allowed into the US, and a few US academic 
and cultural groups have visited Pyongyang. 

North Korea's relations with Japan are showing little sign of 
improving, despite the highly publicised visit by a delegation of 
the opposition Japan Socialist Party in late March and reports that 
Japan's ruling Liberal Democratic Party may also send a delega- 
tion to Pyongyang this year. 

Going solely by its rhetoric, Pyongyang remains hostile to 
Japan's World War II atrocities and what it terms its "revived 
militarism." On 25 March, for example, the party newspaper, 
Nodong Sinmun, said the new Heisei (peace) era under Emperor 
Akihito "is no more than a camouflage to conceal the policy of ag- 
gression and war of the Japanese reactionaries bent on militarist 
overseas expansion." m Louise do Rosario 
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churned out by the North's official Korean 
Central News Agency condemns the 
“traitor,” “puppet” or “military facis" Roh 
group. 

One typical radio broadcast on 13 March 
harped: "[Roh] is trying to prop up his dic- 
tatorial power on the brink of downfall. But 
the destiny of his government is on the de- 
cline . . . Itis no use fora fish on the dressing 
board to flounce.” 

“At first glance, Roh Tae Woo appears to 
head a democratically elected government, 
but in reality it is the same as the military re- 
gime of former leader Chun Doo Hwan,” 
said Jong Yong Cheun, one of a dozen CPRF 
councillors. “Both are stooges of the United 
States. Roh talks about reunification but he 
is not sincere. He is only anxious to consoli- 
date his own position." 

Although reunification is an emotional, 
highly personal issue for most South Ko- 
reans, it appears to be a tightly orchestrated 
movement in the North. When questioned 
about their feelings on reunification, North 
Koreans simply repeated the standard gov- 
ernment slogans. Few displayed spontane- 
ous outbursts of emotion or even much ex- 
citement over recent developments on the 
reunification front in the South. 

When asked if they, as Koreans, shared 
the joy of the South's success in hosting the 
1988 summer Olympic Games, all had more 
to say about the "sinister plot" of the South 
"to block reunification" than the many med- 
als their fellow Koreans in the South had 
won. 

On the few joint North-South economic 
projects now under discussion, officials here 
reacted in a matter-of-fact tone, stopping 
short of predicting further such cooperation. 
Instead, the "threat" to reunification alleg- 
edly posed by the annual US-South Korean 
Team Spirit military exercises was men- 
tioned repeatedly. On reports that Pyong- 
yang's first shipment of coal to the South 
was rejected because of alleged poor quality, 
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Children in Pyongyang; construction site; 105-storey hotel; Moon: propaganda push. 


officials denied such intra-Korean trade 
even existed. 

Why does the North not pursue more ac- 
tively bilateral exchanges of mail, Red Cross 
contact aimed at family reunifications and 
intra-Korean trade before tackling the bigger 
issue of the peninsula's longstanding armis- 
tice? "What we have now is an armistice 
agreement, not a peace treaty," Jong said, 
adding: "It's still wartime — like someone 
holding the trigger of the gun — and vio- 
lence can erupt easily. The small humanita- 
rian issues can't solve the bigger issues. We 
had many talks on such cooperation before, 
but they all broke up because of Team 
Spirit." 


push generated by the Moon visit, the 

Pyongyang-based General Federa- 
tion of Trade Unions of Korea invited repre- 
sentatives of the South's National Council of 
Labour Movement Organisations to meet 
their northern counterparts on 1 May, the 
North's Labour Day, for reunification talks. 
More such meetings may be initiated by in- 
dividuals or groups from both sides in fu- 
ture. 

But what if the multi-channel dialogue 
succeeds, and North Koreans learn more 
about the reality of the South from such ex- 
changes? 

Will it not backfire on the carefully cen- 
sored official version of conditions in the 
South, which paints a picture of political in- 
stability and economic backwardness when 
compared with the North? 

In Pyongyang, the official image of the 
South comes from daily television broad- 
casts, which feature film footage of angry 
students throwing stones and firebombs at 
police and press reports of the "puppet" 
Roh government suppressing democratic 
forces. Few North Koreans are aware of the 
wide political, economic and social gap di- 
viding the two Koreas. 


F ollowing the North’s big propaganda 
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“The society in the South consists of the 
working class and exploiters such as 
capitalists and landlords," said a young 
female tour guide in the rural town 
Keasong. People there suffer from the col- 
onisation of the US, she added. 

When asked to compare Seoul with 
Pyongyang, a young teacher doing research 
at the Grand Palace of the People's Study, a 
large public library, said: "I believe Seoul 
also has skyscrapers and cars like ours, but 
they are only for the rich. It is not a fair so- 
ciety.” Does Seoul also have buildings simi- 
lar to the Grand Palace, the teacher is asked. 
“No, because no private businessman is 
willing to invest in such public projects.” 

North Koreans, foreign observers say, 
are particularly ill-informed of the economic 
situation in the South. Only a small number 
of government officials have access to accu- 
rate economic statistics. 

Prof. Li Myong So of the Academy of So- 
cial Science’s Economics Institute claimed 
the North, with a per capita GNP of 
US$2,400, is ahead of the South where he 
claimed the corresponding figure was only 
US$1,300. 

“Some foreigners say the figure [in the 
South] is US$2,000,” but he said about 40% 
of the value of South Korea’s GNP should be 
discounted because it includes “services, 
while we count only the value of newly 
created wealth.” 

What about the cars, ships, TV sets, com- 
puters and other products South Korea is ex- 
porting? “It is true that foreign trade is only a 
small part of our economy,” conceded Li, 
"but our economy is an independent na- 
tional economy, meeting domestic demand 
with domestic production." 

The South is dependent on the US 
and Japan for its markets and "the more 
they export, the more they have to im- 
port raw materials. That's why they always 
have a deficit," he said. 

B Louise do Rosario 
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earned The Oriental Bangkok the part of our efficiency and hospitality. 
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a legend. Now you can warm to swimming pool at the end of your 
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Traveller’s Tales 


wing mood of nostalgia seems 
to be abroad in the US. In several of 
the bigger cities, some of the hotels 
and theatres which had been built 
in the confident style of plutocratic perpen- 
dicular earlier this century and which have 
since been allowed to run down into seedi- 
ness, with the gilt peeling off the baroque 
gingerbread of these cathedrals of 
capitalism, are being lovingly restored to 
their former exuberance. 

While in New York I was lucky enough 
to be invited to the legendary Rainbow 
Room on the top of Rockefeller Plaza where 
everything, from decor to crockery, has 
been restored — renewed, rather — to its 
original stylishness. Two bands, one Latin 
American and one playing the jazz and 
swing of the 1920s and 1930s, provide con- 
tinuous music to dance to — which the 
guests (mostly youngish) do with verve and 
grace — while conversation is still possible at 
the tables. 

I wonder whether this and other out- 
breaks of melodiousness in popular music 
presage a return to the possibility of even- 
ings out? These could once again be enjoyed 
without the savagely monotonous beat of 
over-amplified punks and rockers prevent- 
ing all human communication while the 
dancers, an average of 10 ft apart, do 
exhibitionist imitations of tribals in convul- 
sions. 





Also in New York | managed to squeeze in 
another evening out, going to the perform- 
ance of a fascinating drama by David 
Hwang, M. Butterfly, loosely based on a real- 
life drama about an affair which flowered in 
Maoist China. The prolonged relationship is 
between a French diplomat and a Chinese 
opera star, whom he meets performing the 
lead in the Italian opera. She also plays the 
woman in the Frenchman's bed and that of a 
spy for China until the denouement reveals 
the astounding fact that Butterfly is a man. 
In fact the play is not so much about sex- 
ual human relationships; its overriding 
theme is more deeply concerned with rela- 
tions between East and West, the latter 
being viewed by the former as being 
economically powerful, industrialised and 
therefore virile, imposing a feminine role on 
the East. The discovery of Butterfly's mascu- 
linity is akin to the West's belated and hor- 
rified realisation of the Easts growing 
power. In the end, it is not the East (the am- 
biguous Butterfly) that commits suicide à la 
Puccini, but the Pinkertonian figure of the 
French diplomat. The shock of the suicide 
encapsulates the West's inability to con- 
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template a future which it cannot dominate. 

Art imitated real life recently when Mdm 
Edith Cresson, French minister for Euro- 
pean affairs, criticised the meek passivity of 
the US "as Japanese power unfurls." The 
Americans, she said "appear to be petrified 
by Japan." Another case of role reversal? 


That enjoyable evening at the theatre 
marked one of those coincidences. I had 
been due that very night to have been in 
London, where No. 1 son, Nick, had bought 
tickets for the whole family to go to a show 
featuring a stand-up Jewish comedian who 
was enjoying a great success there. Having 
collected my sole M. Butterfly ticket in ad- 
vance from New York's Eugene O'Neill 
theatre, I was confronted by one of the ex- 
ceptions to the spring weather I had enjoyed 
throughout my travels, a real New York 
downpour. I ducked for protection into an 
attractive bar-restaurant next door where I 
filled in a couple of hours before curtain-up 
with a couple of drinks and a good meal. 

It was not long before I realised from the 
conversation of fellow guests that the club's 
owner was currently enjoying a smash hit in 
London. Quite by chance I had wandered 
into a new niterie owned by the man I was 
due to be watching that evening in London, 
Jackie Mason. 

So when I got to London I made sure I 
saw him, with family. Very funny; the sort 
of Jewish comedian 
other Jews complain is 
"too Jewish" — and 
very racialist, but all 
could be enjoyed be- 
cause his main barbs 
skewer the Jewish way 
of life as no other would 
dare. Why are two- 
thirds of the world 
covered by water? 
Thats | more than 
enough to go round, 
and anyway Jews have their own swim- 
ming pools. It's to maximise ocean frontage. 
Any hotel room costs about US$100 a night. 
With ocean frontage it's $200 . . . and so on. 

We also went to see Barry Humphries' 
show in which he does his job of skewering 
the Australian ethos. But it was disappoint- 
ing: essentially the same show I had seen 
three-and-a-half years ago in Sydney. In 
how many other jobs can one repeat and re- 
cycle the same material so profitably? Poli- 
tics, Isuppose. Certainly not journalism. 


The scourge of AIDS was one of the main 
subjects of conversation and of the media in 
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the US, where New York now claims the 
sad title of being the second AIDS city of the 
world, ceding the dubious championship to 
San Francisco. The terror is understandably 
creating something approaching panic. I ate 
in one restaurant near Greenwich Village 
where the lavatory seat was fitted with a 
magazine of plastic covers, which slid a new 
protective sheath over the seat everytime it 
was used. The user was reassured by an 
explanatory label: 





Press before use to advance fresh sleeve, which moves 
into separate chamber and is split to prevent reuse. 
Please notify management if empty. 


Oprimir el boton antes de usar para avanzar una manga 
fresca que se pasa a una cámara separada y es partida 
para prevenir su reuso. Favor de notificar a la gerencia 
si está vacia. 


Note that the language of second instruc- 
tion in New York is now Spanish. 

Certainly no American manufacturer 
and possibly only one of our own East Asian 
industrialists could, in this day and age, 
bring out a food product with this brand 
name, spotted by Wai Kei Shin: 


fish sausage 


I often poke affectionate fun at Japanese 
advertisements. But reader Jim Nason has 
come up with a cover of a Japanese 
magazine which, he believes, is preferably 
read out-of-doors: 


MAGAZINE FOR WINDY PEOPLE 
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Unlike many rival communications systems 
specialists we could name, Alcatel does not cater 
for an individual country as its home market. Rather 
the entire globe is treated as one. 

Witness the fact that Research is conducted 
in eight separate countries, manufacturing takes 
place in twenty-one, and servicing is undertaken 
in no less than one hundred and ten. 





Servicing that is carried out by local Alcatel 
professionals who understand local needs and 
requirements. 

Given this radically different approach, widely 
disparate national standards and specifications 


pose few problems. 
Undoubtedly this benefit is further enhanced 
by the flexible and open-minded stance taken in 





ons systems for t, ir „ome market. 





every arena in which Alcatel operates. Be it Public 

Network Systems, Transmission, Business Systems, 

Cables or Network Engineering and Installation. 
It's an attitude that other companies would do 

well to follow. ALCATEL 
For only then could they have the same view 

of the communications systems market as Alcatel; 

namely, a global one. 


Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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PHILIPPINES 1 


Tales of a dangerous voyage on an inter-island passenger ship 


That sinking feeling 


By Tom Crichton in Manila 


oarding a Sulpicio Line passenger 

ship at Manila is as unpleasant a 

business as the voyage which is to 

follow. The journey was on the 
Davao Princess, the sister ship of the 
Dona Paz that in 1987 collided with an oil 
tanker named Vector and claimed more 
lives than any other peacetime maritime dis- 
aster. 

After the Dona Paz disaster in which as 
many as 3,000 died, and after the sinking of 
another Sulpicio passenger ship called the 
Dona Marilyn during a typhoon in October 
1988 in which more than 200 people died, 
President Corazon Aquino banned Sulpicio 
Lines’ passenger ships from the seas. How- 
ever, the fleet is indisputably sailing, blessed 
by an announcement by a company spokes- 
man that “the government has 
declared all our vessels to be 
safe.” 

A trip on the Davao Prin- 
cess, a vessel with the same 
specifications as the Dona Paz, 
held the promise of illustrating 
just what constitutes a safe ves- 
sel in the Philippines. The 
Davao Princess was to sail from 
Manila to the Mindanao port of 
Davao, but apparently no 
travel agents are authorised to 
make bookings or issue tickets. 
All would-be passengers must 
personally visit a dirty ticket of- 
fice on the waterfront and 
queue in the open before two 
ticket windows. If it rains, they 
are drenched. If itis fair, they are baked, and 
often the patience of the aspiring voyager is 
tried in vain, for, after two hours in line, they 
may find the accommodation they desire 
fully sold out. 

Both the Dona Paz and the Davao Prin- 
cess were beautiful little ships when the Ja- 
panese operated them, and both were built 
to Japanese specifications which closely fol- 
low the standards of the American Bureau 
of Shipping. The Sulpicio Lines’ spokesmen 
often mention that their vessels are over 20 
years old when asked about their less-than- 
perfect condition. However, with care and 
attention passenger vessels can last a lot 
longer than 20 years. 

From the moment the Davao Princess 
was warped into Manila.Bay, she became a 
death-trap at the total mercy of her luck. 
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Vessels of all flags are obliged to navigate ac- 
cording to the international regulations for 
preventing collisions at sea, commonly call- 
ed the Rules of the Road. Lights or other vis- 
ual and sound signals to be used, and above 
all, manoeuvring tactics to cover all situa- 
tions in the avoidance of collision are dic- 
tated by the Rules of the Road. But every 
maritime nation sets its own standards for 
the equipment to deal with fire or abandon- 
ship situations, based on minimum stand- 
ards set by the International Convention for 
the Safety of Life at Sea (Solas), to which the 
Philippines is one of 94 contracting states. 

It is curious that on a bulkhead of the 
main foyer of the Davao Princess the origi- 
nal Station Bill issued by the Japanese au- 
thorities is still framed for all passengers to 
study. The vessel was originally certified to 


carry 806 passengers and was equipped 
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Dona Paz victims: relatives search for their kin. 


with twenty 100-passenger lifeboats, 10 on 
either side of the boat deck. But the moment 
a Filipino company acquired the vessel, 
Philippine regulations went into effect. 

The alterations to the disadvantage of 
all future passengers are easy to trace, for 
the vessel's original accommodation plan 
is also on exhibit. Every cabin for four per- 
sons was ripped open, and bunks for eight 
were set in the same space. Additionally, 
double decker pipe bunks were welded over 
every inch of deck space side by side so that 
their occupants had to enter them through 
the ends. In a single move the passenger 
capacity was more than doubled. But in- 
stead of doubling the number of lifeboats — 
a clear impossibility in view of the limited 
length of the boat deck — all of the existing 
lifeboats were removed, and in their place 
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inflatable rubber life rafts were installed. 

Through this manoeuvre Sulpicio Lines 
was able to set the clock back to before the 
Titanics sinking in 1912 — which led to 
Solas’ creation in 1914 — for that vessel at 
least carried lifeboats for its first-class pass- 
engers. The Davao Princess carries lifeboats 
for noone. Inflatable rubber rafts have saved 
lives when carried by yachts, tugs or other 
low freeboard (the vertical distance between 
the sea and the main deck) craft. But for ser- 
vice on multi-decked passenger vessels, 
they are all but useless, though permitted by 
Solas at the discretion of the country's 
maritime authorities. 

The passengers on the Davao Princess 
were never shown where lifejackets were 
stowed or even told what they were, let 
alone instructed in their use. Moreover, 
many of the jackets were rotting and were of 

the ancient cork block type that 
can break a man's neck with a 
long leap into the water. 

When almost everyone on 
board the Dona Paz died, her 
owners were able to place the 
blame on the collision and ex- 
plosion that followed and never 
on the inadequacy of its life- 
saving equipment. But none of 
these external factors were part 
of the Dona Marilyr's sinking 
when it was overwhelmed in a 
typhoon, yet most of its pas- 

» sengers died. 

An accusation was made at 
the time of the Dona Paz scan- 
dal that the Philippines Coast 
Guard is directly responsible 

for the overloading of inter-island passenger 
vessels, the most common means of trans- 
portation in the archipelago. The Dona 
Paz tragedy produced testimony that, 
after the legal maximum of tickets had 
been issued, Coast Guard members col- 
lected and pocketed full fares from all the 
surplus or intended travellers and then es- 
corted them on board — to their deaths as it 
transpired. 

It would not be easy to prove that, de- 
spite the row over the Dona Paz, the Philip- 
pines Coast Guard still operates a sub-rosa 
passenger agency. When the Davao Prin- 
cess sailed from Manila, Coast Guard offi- 
cers were there. These men seemed to 
have the final say as to who mounted 
the gangway and who did not. Countless 
supposed vendors with a few bags of 
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peanuts or an armful of newspapers were 
nodded on board by the Coast Guard men 
and seemed to be on the voyage solely 
through having negotiated with the Coast 
Guard. 

On our voyage the Davao Princess pro- 
ceeded only 10 miles across Manila Bay be- 
fore breaking down the first time. When a 
vessel is disabled at sea and is no longer able 
to perform the manoeuvres prescribed by 
the Rules of the Road, it is obliged im- 
mediately to hoist two black balls from its 
triatic stay by day or two red lights by night 
to signal to all other vessels that “this vessel 
is not under command. All others must take 
anti-collision action.” But when the Davao 
Princess began drifting through the heavy 
sea traffic that always makes the approaches 
to Manila perilous, no black balls appeared, 


and there was evident contusion on the 
bridges of passing vessels. 

During the night and very near the spot 
on the ocean floor where the bones of the 
Dona Paz and the Vector lie, the Davao Prin- 
cess broke down again and drifted until 
nearly dawn. Yet all this time the specified 
red lights were not hoisted, and passing traf- 
fic was given no warning. With this danger- 
ous condition in mind, it is interesting to 
contemplate the November 1988 findings of 
the Board of Marine Inquiry, sitting in Mani- 
la, which concluded that the Vector alone 
was at fault. The board seemed to have in- 
voked one of the narrowest interpretations 
of Rule 14 of the Rules of the Road covering 
“meetings on reciprocal courses.” 

In laymen’s parlance the collision of the 
Dona Paz and the Vector was a bit like two 
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Catholics and fundamentalists fight for the faithful 


An unholy row 








By Margot Cohen in Manila 


oing battle for the hearts and minds 
D of Filipino citizens is no longer the 

sole province of communist insur- 
gents and the military. A long-simmering 
conflict between the Roman Catholic 
Church and fundamentalist (Christian 
groups finally has erupted into open war- 
fare, with the Catholic hierarchy taking the 
offensive to stem an exodus of the faithful. 
In the process, however, the Catholic 
Church has been jolted into re-examining its 
own role. 

The fundamentalists, also known as 
evangelical or born-again Christians, have 
proselytised in the Philippines for more than 
two decades. American missionaries have 
provided much of the impetus for the born- 
again movement, and in recent years several 
teams of Singaporean missionaries have 
worked in the Philippines. However, 
Filipino fundamentalists maintain that the 
movement also has indigenous roots. Their 
main challenge to Catholicism lies in their 
belief that the Bible is the one and only route 
to personal salvation by Jesus Christ, thus 
minimising the role of Roman Catholic tradi- 
tion and the sacraments. 

The influence of fundamentalism has 
widened considerably in recent years, even 
though more than 80% of Filipinos are bap- 
tised Roman Catholic. Storefront ministries 
have blossomed throughout Manila and the 
provinces. Philippine Crusades, a fun- 
damentalist organisation, offers a conserva- 
tive estimate of 12,000 evangelical churches 
here, compared to 7,000 just five years ago. 

In surveying the records of Securities and 
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Exchange Commission, the Archdiocese of 
Manila found a yearly average of 290 non- 
Catholic religious groups established in 1987 
and 1988, double the yearly average in the 
six previous years. Most of these non- 
Catholic groups are presumed to be fun- 
damentalist, since more traditional Protes- 
tant groups such as the Lutherans and the 
Methodists entered the country before 1980. 

The fundamentalists have also used tele- 
vision to chip away at the Roman Catholics" 
historical supremacy, airing a dozen 
Filipino-produced shows and at least 10 for- 
eign programmes each week. The Catholic 
Church, while it has long relied on radio, 
has barely penetrated television. 

After mulling over such statistics during 
a three-day seminar in January, the Catholic 
bishops threw down the gauntlet with a 
pastoral letter entitled "Hold Fast to What is 


Born-agains on the rise. 
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cars approaching each other on a one-lane 
road. The rule requires both to ease as far to 
the right as possible in order to pass. During 
the inquiry, the only valuable witness for 
Sulpicio was an aged ex-seaman named 
Osabel. He testified that he had been stand- 
ing by the port side of the taffrail at the time 
of the collision and that the Vector struck the 
Dona Paz on the port side. The judges ac- 
cepted this as sufficient proof that the Vector 
had violated the rules. However, when a 
vessel alters course to starboard, it is sup- 
posed to give one blast of its whistle, which 
can be heard for miles. A vessel can also give 
five short whistle blasts to indicate "I am un- 
sure of your intentions," or "Wake up and 
do something." No one at the inquiry ask- 
ed why the Dona Paz whistle was not 
heard. * 


Good." Criticising the fundamentalists' "ag- 
gressive and sometimes vicious attacks on 
the Catholic Church," the bishops asked 
worshippers to avoid born-again prayer and 
Bible-study sessions, and sought to clarify 
doctrinal differences between the two 
camps. In an attempt to beat the fundamen- 
talists at their own game, they declared 1989 
"National Bible Year," to spur a revival of 
Bible study within the folds of Catholicism. 

The local press gave the epistle promi- 
nent coverage, prompting letters-to-the- 
editor and talk show appearances. Some 
fundamentalists welcomed the blast as clear 
evidence that they were gaining ground. “It 
sounds to me that the Roman Catholic 
Church is feeling quite threatened," says 
Theodore Martinez, an official of Campus 
Crusade for Christ, a US-based organisation 
active on 60 Philippine campuses. 

For other fundamentalists, the letter pro- 
vided welcome evidence that they are being 
persecuted. "That's what the Pharisees tried 
to do — they tried to stop Jesus from teach- 
ing,” says television evangelist Ronald 
Remy. “They [the bishops] are the modern- 
day Pharisees.” 

The letter appears to have had some con- 
crete effect. According to Fred Magbanua, Jr, 
head of the Christian Leadership Alliance of 
the Philippines, a fundamentalist umbrella 
group, born-again groups in Negros and 
Panay that were meeting in Catholic-owned 
buildings have been asked to leave, and 
some children attending Catholic schools 
have been denied readmittance unless their 
parents renounce fundamentalism. 

In February the Christian Alliance struck 
back with a letter twice as long as that of the 
bishops, buttressing their doctrinal argu- 
ments with extensive biblical quotations. 
Then the battle shifted from words to sym- 
bols, when an enormous shrine to the Vir- 
gin Mary was erected near Camp 
Aguinaldo. It is there “commemorating the 
miracle of EDSA where millions experienced 
her maternal protection,” which refers to the 
EDSA Boulevard uprising against former pre- 
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AVAS REGAL 


No matter how long youageordi- » 
nary Scotch, it willalwaysbe ordinary. — ^ 
Which is why the words “12 years 
old” ona label aren’t nearly as impressive 


as the words “Chivas Regal?  : such legendary Highland distilleries as 
After all, since 1801, Chivas Regalhas ^ Strathisla—one of Scotland's oldest. 
been made from the prize whiskies of In fact, Chivas Brothers meticulously 


Its not just how long you age it. 
Its what you age. 






selects dozens of prize whiskies—each 
for a specific characteristic—then blends 
them for that consistently smooth taste. 
All of which helps explain why many 
Scotches.can carry the words “12 years 


old? But only one can carry the words 
"Chivas Regal? 
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sident Ferdinand Marcos. The fundamen- 
talists protested the shrine as a bold effort by 
the Catholic Church to give Mary the status 
of a deity, when in their view she is simply 
the mother of Jesus and played no part in 
the February 1986 events that brought Presi- 
dent Corazon Aquino to power. 

Most recently, Cardinal Jaime Sin set off 
another round of combat when he publicly 
acknowledged his quiet efforts to negotiate 
the lease or purchase of Channel 13, a televi- 
sion station sequestered by the Aquino gov- 
ernment. While Sin did not explicitly state 
an intention to counteract evangelist prog- 
ramming, his actions were widely viewed in 
the context of the continuing struggle. 

Channel 13 airs several programmes 
featuring fundamentalist preachers, and not 
surprisingly, they have taken the lead in de- 
nouncing the potential takeover. In a March 
letter to the Presidential Commission on 
Good Government (PCGG), Eddie Vil- 
lanueva of the Jesus is Lord Ministry argued 
that such a deal would contradict the "spirit 
of religious freedom and the separation of 
church and state gloriously enshrined in our 
constitution." Villanueva claimed that the 
PCGG had turned down his group in its bid to 
lease the station, and later complained that 
his show was being forced off the air. 

While the Catholic hierarchy is attempt- 
ing to put up a united front against the fun- 
damentalists, the conflict has touched on 
continuing political divisions within the 
Catholic Church. "Personally, I feel the 
bishops are barking up the wrong tree," 
says one nun who identifies herself with the 
"progressive" wing of the Catholic Church. 
“Ws not primarily a doctrinal issue. I think 
it's a sociological issue and a political issue." 

For her and other Catholics, the most 
alarming aspect of fundamentalism is not its 
disregard for tradition and the sacraments, 
but its stress on a personal relationship with 
God that eclipses concern to help one's fel- 
low man. The apolitical nature ef most fun- 
damentalist groups here has revived the de- 
bate over whether the Catholic Church in 
the Philippines should stick to liturgy, or 
involve itself in social issues. "How do you 
define the Church and the mission of the 
Church? That's where the problem is," says 
Bishop Francisco Claver, director of the Na- 
tional Secretariat for Social Action. "For more 
conservative churches, the answer is along 
the same lines as the fundamentalists." 

The fundamentalists maintain that part 
of their appeal lies precisely in their apolitical 
stance. Filipinos have grown weary of 
Catholic Church meddling in national af- 
fairs, they say, and are seeking a purely 
spiritual outlet. The Christian leadership Al- 
liance vigorously deny published claims that 
they serve as rightwing anti-communist 
fronts. However, hundreds of born-again 
delegates attended a convention in Manila 
last month sponsored by the newly-formed 
"National Alliance for Democracy," a coali- 
tion of anti-communist groups. G 
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Letter from Kep 


There was a time 


1994 


when Kep was 
known as Kep-Sur- 
Mer,  Cambodia's 


premier seaside re- 
sort. But now Kep is 
said to be haunted, 
ESI LOE = and it still seems as 
though Pol Pot's troops had just abandoned 
this town 95 miles southwest of Phnom 
Penh. The families who have returned camp 
some distance from the once fashionable 
centre of the town along the palm-fringed 
coast. There are ghosts in the town's centre 
at night, they say. 

Most visitors to Kep, which is near 
the border with Vietnam, come by the 
rough road from Kampot, the tiny port and 
provincial capital 15 miles to the west. 
The road through Kep, where the Cambo- 
dian élite once kept sumptuous homes, 
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Soldiers on the beach at Kep. 


looks as if it has not been used for years. 
Bougainvillaeas bloom in abandoned, desol- 
ate gardens. 

“This was a beautiful spot, with mani- 
cured lawns and many people on the beach, 
or off-shore in paddle boats,” said a guide 
from the Foreign Ministry information de- 
partment. She said she had not visited Kep 
since the late 1960s. 

A reformist-minded official of the 
People’s Republic of Kampuchea (PRK) re- 
gime said he was eager to boost Kep as an 
investment prospect. In his mind’s eye, he 
seemed to see a row of high-rise hotels lin- 
ing the beach. 

“There are few resources, so this place 
was temporarily left like this,” he said. “But 
now we want investors, and we are ready to 
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welcome all foreign businessmen. We want 
joint ventures in tourism, to open hotels and 
restaurants.” He swept his arm around, 
from the forest-covered hills above Kep to 
the beautiful islands off the coast. “This area 
is safe,” he said. “We can begin now.” 
There are few Khmer Rouge in this 
part of Kampot province; locals said 
they had not seen them for more than two 
years. But while the Khmer Rouge are not 
around, the forces of Son Sann’s Khmer 
People’s National Liberation Front (KPLNF) 


are. 

Other officials in Kampot said that the 
“paras,” as the people here call the Son 
Sann forces, had landed recently on some 
of the islands visible across a calm sea, 
and buried arms. They had also distributed 
arms and uniforms to people near Kep. 
The Son Sann sympathisers had been cap- 
tured by PRK forces, and some of the seized 
KPLNF weapons had been displayed in Kam- 


pot. 

Still, there had been enough of a scare to 
ensure that the beach, normally quite busy 
on a Sunday, was deserted. The three 
women selling roast chicken and coconut 
had to rely only on our small party for cus- 
tomers. One of them, Min Ngoun, 57, asked 
if Prince Norodom Sihanouk would one day 
return to his residence, visible on a hillside 
and in ruins. “If only Kep could again be the 
happy place that I only visit now in my 
dream,” she said. 

In the newer, more inhabited part of Kep 
(several hundred families had resettled in 
the area), a man had bought a ruined house 
on a prime site and, with his wife and 
daughter, was looking it over. He said he 
was on the province's planning committee. 
With the government about to begin de- 
veloping Kep, he was certainly getting into 
the market at the right time, and might turn 
a handsome profit. 

Khuy Sien, a secretary of the provincial 
revolutionary committee, said the Khmer 
Rouge had deliberately wrecked Kep Hotel, 
perhaps because it was seen as a symbol of 
the detested urban bourgeoisie. At the 
casino, bushes were now growing where 
once the roulette wheels had spun. The 
former central market was covered in 
Khmer and Vietnamese graffiti, some of it 
obscene. 

But far more obscene was the former 
Shell filling station, which the Khmer Rouge 
had used as a killing ground. There were 
still human bones on the ground, and scraps 
of clothing. An old guidebook, which was 
published in fact by Shell in 1968, noted with 
unconscious irony: "There can be few places 
in the whole of Asia like Kep . . . " 

a James Pringle 
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Heartless transplants 





Poisoned Arrows: An Investigative 
Journey through Indonesia by George 
Monbiot. Michael Joseph, London. £14.95 
(US$25.35). 


Is transmigrasi, the Indonesian transmi- 
gration policy in which millions of people 
are moved from crowded Java and Bali to 
the underpopulated outer islands, a calcu- 
lated example of Javanese colonialism? A 
vile plot encouraged by the World Bank, the 
United Nations and the most powerful de- 
veloped countries? Most important, is trans- 
migrasi a cynical effort to wipe out the cul- 
tures of Irian Jaya, the province where such 
activities are increasing in scale and impact, 
generally with little outside scrutiny? 

Accompanied by photographer Adrian 
Arbib, George Monbiot, a BBC radio pro- 
ducer, investigated these questions, travel- 
ling widely through Irian Jaya. He found 
“no easy answers. While much of what I’d 
seen was in all ways wrong, for other things 
there were many different truths: the gov- 
ernment's truth, the transmigrant's truth, 
the local people's truth, my truth." 

By means of fraud (he wrote himself a 
laissez-passer on official letterhead paper he 
stole from the head of Jakarta's immigration 
police), bluff (claiming, not terribly convinc- 
ingly, that he was alternately a missionary, a 
development consultant, or a naturalist 
looking for birds in the wildlife-bereft trans- 
migration sites), and by literally stumbling 
his way into sensitive areas that are out of 
bounds for journalists, Monbiot ran into a 
complex set of circumstances involving 
questions of national unity, overcrowding, 
colonialism, political paranoia and greed. 

Planners in overcrowded Java argue that 
Indonesia's unfilled spaces can be exploited 
for the benefit of the central government 
(and, the cynic would add, for the benefit of 
some government officials). Why not, the 
Jakarta logic goes, send out 65 million 
pioneer settlers to the outer islands of 
Sulawesi, Borneo and New Guinea? Trans- 
migration would open up new areas for de- 
velopment and allow the government to es- 
tablish police posts to keep an eye on those 
areas where people do not fully believe in 
the Indonesian dream. 

Atthe same time, the process could bring 
unusual tribal people, such as the million 
near-naked inhabitants of Irian Jaya, into the 
mainstream of Indonesian life. As then 
foreign minister Dr Subandrio said during 
Operation Koteka (a 1970s attempt to 
“civilise” the Irianese), the government was 
going to “get [the Irianese] down from the 
trees even if we have to pull them down.” 

This is classic paternalistic colonialism, 
which certainly is not confined to Indonesia. 








The ironic point is that the curly-haired 
black-skinned Irianese were there first, ar- 
riving some 40,000 years ago during a low 
period in the sea level cycle. These Aus- 
traloids were unable to compete with 
Proto-Malays from northwest India or 
Burma, relatively recent immigrants who ar- 
rived some 7,000 years ago with cultural and 
ecological innovations that enabled them to 
support much higher populations on the 
same amount of land. The Proto-Malays 


were, in turn, pushed into the hills some 


3,000 years ago by the ancestors of today’s 
Javanese — Deutero-Malays from southern 
China. The Irianese thereby found them- 
selves at the bottom of the pile, isolated in 
some of the most inaccessible highlands and 
desolate swamps on earth. 

The “we vs them” scenario is com- 
pounded by the fact that the Irianese are 
negroid Melanesians who are racially differ- 
ent from the vast majority of Malay-featured 
Indonesians. This assaults the Javanese per- 
ception of beauty. Monbiot quotes the gov- 


ER Ce — - 








EBr iJ 


Pawns in a misguided experiment. 


ernor of Irian Jaya as arguing that transmi- 
gration would give “birth to a new genera- 
tion of people without curly hair, sowing the 
seeds for greater beauty.” 

Monbiot explains that “In the Asmat [re- 
gion] transmigration had been planned be- 
cause the people were proud of their cul- 
ture, independent and different to anyone 
else on earth. That was a threat to the In- 
donesian hegemony so it had to go. Trans- 
migration was the way to do it, and with it 
the ‘acculturation’ quoted as the purpose of 
the programme.” 
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In addition, the people had a rebellious 
streak, a holdover from the earliest days of 
Indonesian independence. When Dutch 
colonial authorities refused to include what 
was then called West Irian in the colonial ter- 
ritories they relinquished to the Indone- 
sians, the UN stepped in and demanded 
that the Irianese be allowed a referendum on 
whether the territory would join the newly 
formed Republic of Indonesia. Monbiot 
notes that it was in the interests of the US 
and other superpowers to turn a blind eye to 
rigged elections, just as it is in their political 
and financial interests today to support 
transmigration. 

In the transmigration sites he found 
Javanese settlers frustrated by their inability 
to grow crops on the poor soil. He found 
Starving transmigrants whose broken 
dreams were based on hollow promises of 
a better life. He found a disorganised and 
ineffectual Irianese independence move- 
ment. He found frightened, bewildered, il- 
literate and angry tribesmen who were 
pawns in a misguided experiment in nation- 
building. 

Among Irianese being deprived of their 
homelands, he found that social disruption 
had affected cultural traditions involving pig 
politics, ritualised (and generally benign) 
warfare and sago palm-based diets. He 
found religious upheaval in which ancestor 
worship, cargo cults and Christian mis- 
sionaries mix in a surreal counterpoint. 

He also found, as do most people who 
travel hard and look closely, himself. “There 
were indeed no end points. I suddenly felt 
the pettiness of my own frustrations. The 
career dissatisfactions of a journalist; I held 
them up against the life or death of tribes, of 
people just as real, just as valid as Adrian 
and myself.” 

His was a journey many people would 
envy for the simple rough, dirty, ridiculous 
adventure of it all. Monbiot, on the far side 
of exhaustion after days of trekking in the 
Dani highlands, spots a young woman carry- 


ing what he imagines to be a sack of sweet 


potatoes. He points at her burden and des- 
perately makes universal eating gestures 
while offering a handful of crumpled 
banknotes for what in reality is her baby 
brother. The girl runs off screaming. 

He ultimately condemns transmigration. 
He predicts that “The Irianese would be- 
come in time like the North American In- 
dians, a dying, disenfranchised race con- 
fined to the tiniest reservations of what was 
once their own land." While he seems to 
have arrived at his conclusion with objectiv- 
ity and sobriety it is not difficult to see that 
his heart is with the "schoolboy dream of 
noble savagery." 

His book ends by listing non-gov- 
ernmental organisations fighting for human 
rights and urges readers to sign a petition to 
the UN protesting "the Indonesian Govern- 
ment's inhumane policies in Irian Jaya." 

u Paul Spencer Wachtel 
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Banking Group, DG BANK cooperates 
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Grim fairy tale, Filipino-style 


The Marcos Dynasty by Sterling Seagrave. 
Harper & Row, New York. US$22.50. 
Macmillan, London. £16.95. 


The Marcoses and Sterling Seagrave de- 
serve each other. Author of The Soong 
Dynasty, Seagrave has produced a sequel of 
oriental despotism, corruption, cruelty and 
greed. History as the truth according to 
Hedda Hopper or a London tabloid. A good 
story embroidered by gossip, wrapped in 
hyperbole and tied with ribbons of rhetoric. 
Had it been written a decade ago, when Fer- 
dinand Marcos, himself the author of an im- 
aginative re-writing of his own history and 
character, was riding high, it might have 
been valuable black propaganda, an anti- 
dote to the Malacanang/White House ver- 
sion of untruth. As it is, coming three years 
after their political demise, 500 pages of 
everything derogatory you ever wanted to 
hear about FM and FL (First Lady, Imelda) 
and their associates may be a little wearing 
to regular readers of Philippine fact and fic- 
tion. 

But not to worry. This book does not just 
have the Marcoses. Seagrave has brought 
together every rogue bar Rumpelstiltskin 
and a few hitherto Good Guys into the vade- 
mecum of the Plot Theorist of History. This 
compendium of conspiracies draws to- 
gether such assorted names as Yoshio 
Kodama, Lucio Tan, the Shanghai Green 
Gang, Douglas MacArthur, Chiang Kai- 
shek, Nugan Hand, the Yamashita Gold 
hoard, Archbishop Marcinckus, Hang Lung 
Bank, SAVAK, Johnson Matthey, J. P. Laurel, 
Mayer Lansky, the John Birch Society, Miss 
Gay World, Park Chung Hee, Kurt Wald- 
heim, Ramon Magsaysay, the Yamaguchi 
Gumi, Stanley Ho, Ollie North, Ryoichi 
Sasakawa and Operation Phoenix. To name 
afew. 

The tendency to prefer a good story to an 
accurate one has always made the Philip- 
pines a difficult place for even the most con- 
scientious author to write about with accu- 
racy. Seagrave has simply gone along with 
the worst local characteristics. If this book 
had been written by a Filipino and pub- 
lished in the Philippines, it would have at- 
tracted relatively little attention — just one 
more exposé assembled from personal com- 
ments, street and coffee shop gossip. But 
American authorship and the imprimatur of 
major US and British publishers will give it 
vastly more authority than it deserves. It is 
scurrilous and intellectually dishonest. The 
Marcoses of course come out of it badly. But 
most of the other Filipinos do little better, 
presented as murdering, thieving, back 
stabbing, opportunistic stooges of the CIA, 
the Japanese, drug dealers and pimps. 
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Itis not that Seagrave (or his legmen) has 
not done plenty of research talking to the 
hundreds involved in the Marcos story, dig- 
ging through old records in the Philippines 
and Washington. There is much that is in- 
teresting in his descriptions of the political 
and personal background. He writes in an 
easy style. He is at his best demolishing the 
myths that the Marcoses endeavoured to 
create about themselves, latterly assisted by 
the US Government. The problem is that the 
reader just doesn't know what to believe. 

So much relies on hear- 
say, so selective is the use of 
opinions to damn the Mar- 
coses at every turn, so many 
bold assumptions are built 
on sand. Exaggeration is 
rampant: to take just one 
example, we are told that at 
the centre of wealth were "40 
billionaire families who rival- 
led . . . the great fortunes of 
the Rothschilds, the Mel- 
lons, the Rockefellers." Even 
generous estimates of the 
land, corporate and banking 
assets of the Zobels, Sorianos 
and the rest would not put 
them very high up in the 
Southeast Asian league. 

We are told that Ferdinand was not the 
son of his supposed father Mariano but the 
bastard of a Filipino Chinese judge, Fer- 
dinand Chua. Maybe. There are certainly 
doubts about his paternity but illegitimacy 
makes the better story, particularly if the 
Chinese connection comes in handy as an 
explanation for FM's rapid progress and his 
alleged links to a rich Chinese underworld. 
Likewise, Seagrave leaves the reader in little 
doubt that Marcos was guilty of the murder 
of his official father's political rival, and ac- 
quitted on appeal by J. B. Laurel (sub- 
sequently president under the Japanese 
and father of the current vice-president 
"Doy" Laurel) to the influence of Judge 
Chua. Maybe, but perhaps his original con- 
viction had been politically motivated. 
Charges were not laid against him until four 
years after the killing, and following the ac- 
quittal of another accused. The Chua/Laurel 
thesis makes the better story, all the more so 
for helping to paint Marcos with J. B. 
Laurel's collaborationist colours. 

Seagrave effectively demolishes Marcos' 
claims to all kinds of military medals and to 
various heroic acts against the Japanese, but 
then goes on to suggest that Marcos’ “gueril- 
la” unit was really a bunch of pro-Japanese 
bandits and extortionists. Perhaps so, but 
the case is established by innuendo more 
than by hard facts. 
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FL: tabloid stuff. 


Similarly, Seagrave plants firmly in the 
readers mind the possibility that Imelda 
had lesbian tendencies, perhaps having an 
affair with Christina Ford. Or maybe she has 
a penchant for younger men. He concludes 
that “there was no real evidence that Imelda 
was ever seriously interested in anyone but 
herself,” but not before exploiting the alter- 
native tittle-tattle for all it was worth. As for 
Ferdinand’s much publicised former mis- 
tress, Dovie Beams, she acquires near 
heroine status for her secret taping of their 
lovemaking. What to Seagrave is self-de- 
fence may look to others like blackmail. 

The book’s most sensational claims re- 
volve around the old story of the Yamashita 
Gold, the vast store of looted treasure that 
the Japanese are supposed to have buried in 
the Philippines. Seagrave 
has Marcos finding a large 
part of the treasure and dis- 
posing many billions of dol- 
lars’ worth of it for his own 
coffers. He was, claims Sea- 
grave without evidence, 
forced to give some of it back 
to the Asian countries from 
which it was looted — 
though taking a handsome 
commission en route. 

Seagrave manages to link 
the gold story to a variety of 
diverse financial scandals, in- 
cluding the collapse of 
Johnson Matthey’s banking 
arm, the failures of Nugan 
Hand, a middling sized 
drug-laundering operation, Hongkong’s 
Hang Lung Bank and the Vatican’s financial 
scandal for which Marcinckus was responsi- 
ble. This reviewer followed the Nugan 
Hand and Hang Lung cases closely for a 
long time and finds Seagrave's conclusions 
preposterous. 

His understanding of the gold market is 
no better. He declares: “The world's annual 
legitimate gold production is controlled at 
1,400 tonnes per year in line with market de- 
mand. Prices are set by the five-member 
London gold pool . . . " Seagrave also has 
Marcos engaging in difficult and costly 
moves to disguise the origin of his gold, a 
curious exercise given that gold is the easiest 
metal to melt down and recast, and the gold 
trade is concerned with the purity of the 
metal, not the origin of its ore. 

Stories of massive unofficial Philippine 
gold sales certainly circulated in the early 
1980s. The REVIEW made several efforts to 
substantiate them, but to no avail. It was 
anyway curious that anyone should want to 
offer gold at a discount and outside the nor- 
mal Asian bullion channels, which handle 
large volumes with the utmost discretion. 

This book will create many new myths, 
as well as perpetuate old ones. And it adds 
nothing to our understanding of how the 
Marcoses succeeded for so long. It is jour- 
nalism at its racy worst. WPhilip Bowring 
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Completely revised and updated 


Asia1989 Yearbook 


We give you Asia, 
minus the mystery, 
minus the myth: 


——  -— LES. 
r= mie, D Le 
—— 8 m x a | 
Tle M | 


— | 


| ud y: * 
Ee ash | 








kind. Every day events occur here which not only shape the destinies of its more 
than 4 billion population but affect the entire world as well. 
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7 M The Asia 1989 Yearbook does more than just cover these events — it compiles, ana- 
7/ lyses and interprets them for the reader. No businessman or scholar can afford to ignore 

them. Nor can any professional or anyone who has dealings with or an interest in this excit- 
ing region. 


Decide for yourself whether any other single medium puts the social, political and economic realities of Asia at 


your fingertips as does the Asia Yearbook. 


NOW IN ITS 30TH YEAR... 


Matching the rapid pace of Asian development the Asia Yearbook goes into 
great detail, with greater insight — a book which everyone who needs to 
know about Asia should have on the bookshelf. Now in its 30th year the Asia 
1989 Yearbook is more thorough and comprehensive than ever before. 


COUNTRY-BY-COUNTRY ANALYSIS . . . 


Each country is discussed with up-to-date reviews of its Politics and Social 
Affairs, Foreign Relations, Economy and Infrastructure, complete with a 
map and lists of leading public officials. The Asia 1989 Yearbook gives you 
localised, first-hand information on everything from market potential and 
population trends to foreign aid involvement and social and cultural land- 
marks. Each country chapter has a Databox giving essential vital statistics. 
And there is also a statistical round-up compiled against a master question- 
naire provided by Yearbook experts. 


HOW IT IS DONE... 

Published by the Far Eastern Economic Review, the Asia 1989 Yearbook is 
the result of thousands of manhours of work during the year. Every week, 
the Review’s correspondents file on-the-spot reports from every major 


Asian capital and other areas of interest throughout the region. This leading 
team of writers, analysts, experts and research staff contribute (as they have 
regularly for 30 years) to keep the Asia 1989 Yearbook on top of events. To 
give you Asia minus the mystery, minus the myth. To give you Asia as only 
the Far Eastern Economic Review can. 


SOME OF THE FEATURES YOU'LL FIND ... 


The Asia 1989 Yearbook offers completely revised chapters — covering 
another historic year in Asia, and analysing US involvement in the region 
and you will also find familiar chapters and features as well: a portrait of The 
Entire Region, The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Commodities, Energy, Aviation, 
Shipping, Fishing, Trade & Aid, the Pacific, Asian & Pacific Organisations, 
and much more. 


As in the past, the Asia 1989 Yearbook has an abundance of charts, tables 
and graphics to illustrate the material, including a full military profile of 
each regional country. 


The main body of the book contains chapters on 31 countries, ranging from 
Afghanistan to Japan, from China to New Zealand. 


To: Publications Division, Review Publishing Company Ltd., G.P.O. Box 160, Hongkong 


Please rush me copy/copies of the Asia 1989 Yearbook. 
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WHERE TO PUT YOUR MONEY 





Tokyo ripe for pause 


TOKYO HAS CONTINUED TO lead the markets, with another sharp 


. spurt at the end of March and beginning of April. But this appeared 


. tohave more to do with technical factors — year-end book dressing 
. and new year buying — than to fundamentals, with inflationary 


pressures stemming from a weaker yen, higher commodity prices 
and wage demands a cloud over the future. The Nikkei index gained 
almost 5% to around the 33,200 level to bring its advance since the 
beginning of the year to 10%. However, there is cause for pause in 
the fact that the more easily manipulated Nikkei has been rising at al- 
most twice the pace of the broader based Tokyo Stock Exchange 


Taipei has so far withstood quite well interest rate rises imposed 
to stem rampant inflation. Seoul has not been so lucky in the face«of 
strikes, wage demands and a deteriorating trade situation but has 
still only slipped marginally from its March peak. All the Asian mar- 
kets have seen strong turnover so far this year, but the Seoul and 
Taipei volumes dwarf the others. The Philippines remains anaemic 
but Thailand is showing much higher turnover than Malaysia and 
not far short of Singapore, whose switch to electronic trading has 
gained it business at Malaysia's expense. Thailand is now de- 
monstrating a level of liquidity that will encourage institutional in- 
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vestors. 


Japanese warrants are a big lure to big spenders 


How to beat the Nikkei 


OE OF THE BEST INVESTMENTS any- 

where in recent years has been Ja- 

panese warrants. The total market 

capitalisation of US dollar war- 
rants issued by Japanese companies has 
more than trebled since January 1987, Bar- 
ing Securities estimates, compared with a 
74% rise in yen terms for the Nikkei index of 
225 stocks listed on the Tokyo Stock Ex- 
change (TSE) in the same period. , 

If you like volatility, then warrants could 
be just the bet. There have been three signi- 
ficant corrections to the warrant market in 
the past few years — notably after the Oc- 
tober 1987 crash, when the Barings dollar 
warrant index dropped 4876 compared with 
only a 21% decline in the Nikkei. But sub- 
sequent rises have more than compensated. 
Since last September, the warrant index has 
risen 11476 while the Nikkei has climbed by 
"only" 21%. 

Institutions have dominated the market 
since its inception in 1982, but individual in- 
vestors are starting to be lured in by the 
booming prices. Nomura Securities has 
been very successful in enticing its well- 
heeled private clients into a market mainly 
conducted in London, but now growing 
rapidly in Tokyo. 

A warrant works similarly to an option; 
indeed, as the formal equity-options market 
gathers momentum in Japan, it will take 
business away from warrants. The Osaka 
Securities Exchange and the TSE will offer 
stock-index options from June. A warrant 
gives the purchaser the right to buy a fixed 
amount of common stock at a fixed price, at 
any time during the warrant's (usually) five- 


By Nigel Holloway in Tokyo 


year lifetime. Originally, warrants were 
used to entice investors to take up a public 
bond offering. Now they are immediately 
detached from the bond and traded in their 
own right. 

Japanese warrants are denominated in 
several currencies, including yen, but the 
most common are those in US dollars. The 
market is capitalised at US$17.4 billion, 
which may sound large, but is less than 
0.5% of the value of all shares listed on the 
TSE. The total issues in all currencies have 
grown from 158 at end-1986 to 930, of which 
more than 320 are actively traded US dollar 
warrants. Almost all the big Japanese corpo- 
rations have raised money by issuing bonds 
with warrants attached. For them, it is one 
of the cheapest ways to raise money. 

The attraction of warrants is that success 
breeds success. The Japanese economy is 


Arrest for the warrant? 
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Note: Warrant index in US$ terms, Nikkei index in Y terms 

Source: Baring Securities 
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the strongest in the world and the TSE, the 
biggest stockmarket, has performed better 
than any other over the past few years. War- 
rant enthusiasts say that warrants limit the 
downside risk while maximising the up- 
ward potential: when the underlying share 
price rises, warrants soar; when shares fall, 
warrants fall too, but not by as high a multi- 
ple as when they rise. This is because of an 
underlying confidence among investors 
that, up until now, warrant prices have 
bounced up and will always be worth more, 
at some point during their five-year life, than 
the underlying stock. There is no necessary 
reason why.this should be so, it has just hap- 
pened like that. That optimism would 
quickly disappear if the Japanese equity 
boom faded. 


nvestors watch two main variables in 
deciding when to buy and sell: the pre- 
mium and the gearing. The lower a 
warrant's premium and the higher its 
gearing, the more attractive the warrant 
in a bull market — Japan has been running 
with the bulls for the past six years. If a 
warrant is bought and exercised, the cost of 
buying a share in this way will usually be 
higher than buying it on the market. The dif- 
ference is the warrant premium and is given 
as a percentage of the underlying share 
price. 

The gearing shows by how much more 
the warrant "parity" will move than the 
share price for any given change in the share 
price. If the price moves by 1% and the par- 
ity by 476, then the gearing is four. This also 
means that if you buy US$250,000 worth of a 
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and Malaysia, up 3% and 7% in a month on the back of firm com- 
modity prices — led by a boom in tin — and expectations of a flow- 

to domestic sectors such as property and . Com- 
modities have, however, merely slowed the Australian market's fall. 
It lost another 5% in the past month. It is the world’s worst perform- 
ing market this year (with Brazil the best). 

Hongkong twi been active but with little direction. With local fac- 
ters showing contrary trends it has tended to follow New York, 
which itself has been uncertain. More concern about junk bonds and 
other market excesses has not helped. The more sceptical climate 
was indicated by the refusal of the Securities and Exchange Commis- 
sion to give the go-ahead yet for the latest piece of immaginative fi- 
nancial engineering — unbundled stock units. 


For the moment there is an easing of inflationary worries. But 
meanwhile there is still concern whether recent dollar stability is sus- 
tainable in the face of a US trade deficit which continues to average 


US$10-11 billion a month. 


four-times-geared warrant, the exposure is 
equivalent to US$1 million worth of equity. 

Working out the parity requires another 
calculation. Like options, warrants are either 
“in the money” when the share price is 
above the exercise price (the value at which 
the warrant holder has the right to buy the 
shares), or “out of the money” when the 
share price is below it. Parity is that neutral 
state in between the two, when the cost of 
buying the warrant and exercising it is the 
same as buying the share at the market 
price. It is expressed as a percentage of the 
face value of the warrant. 

For example, computer maker NEC's 
warrant closed on 12 April at a 35.3% pre- 
mium over the share price with a gearing of 
3.8. Not such a great investment, because 
the average premium in its sector was a 
much lower 23.2 and the average gearing 
was 4. Better wait until the underlying share 
price rises and the premium falls. Toyota 
Motor, by contrast, closed on a good, low 
premium of 5% on that day with a gearing of 
3.5. The industry average was 4.9% and 3.2 
respectively. 

Just looking at those two numbers may 
seem simple, but there is more to it than 
that. Since this is a small market, the liquid- 
ity of a given warrant is extremely impor- 
tant. As long as more than half the warrants 
of any given issue are outstanding (less than 
half have been exercised), you can be fairly 
sure that a sale can be made without too 
much trouble. But remember that liquidity is 
bound to dry up quickly as the warrant 
nears term. 

How do you invest in warrants? It is an 
over-the-counter market, so no daily turn- 
over figures are published and no news- 
paper prints dollar warrant prices on a daily 
basis (though the Nihon Keizai Shimbun does 
this for the tiny, illiquid yen warrant mar- 
ket). But you can receive a daily list of war- 
rant prices from your broker. Probably the 
best place to start is with the nine warrant- 
market makers in London: Baring, Berisford 
Cresvale, Barclay de Zote Wedd, Morgan 


27 APRIL 1989 


omen Singapore 
== Malaysia 


B Philip Bowring 


Stanley, Robert Fleming and the Japanese 
big four — Nomura, Daiwa, Nikko and 
Yamaichi. 

The foreign brokers listed make a market 
in Tokyo too, but the big four only do so for 
their private clients. Investors must open an 
account with the London-based Euroclear 
system, though some brokers may be pre- 
pared to allow clients to use the firm’s own 
Euroclear account, subject to certain guaran- 
tees from the investor. 

Next, remember that Japanese warrants 
are not for the fainthearted or for those with 
shallow pockets. Brokers will turn their 
noses up at orders for less than 50 warrants; 
institutions ask for an average of 200 war- 
rants a time. Most warrants have a face 
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value of US$5,000. So, if parity is 25%, then 
an investor will have to part with US$62,500 
in a single order. There are no commissions, 
but simply a spread between bid and offered 
price. These may appear wide (5% is quite 
normal), but when commissions and equity- 
transaction tax is included, the cost can often 
be less than on an equity trade, brokers say. 

The Finance Ministry in Tokyo is said to 
be concerned that the new warrant issues in 
recent months will swamp the market. But it 
has hesitated to intervene. In the long term, 
officials would like to bring home all this 
offshore activity, but for now, warrants re- 
main largely outside bureaucratic control, 
which is how the market-makers want to 
keep it. a 





INDONESIAN 


In at the basement 


By Christopher Marchand in Hongkong 


ITH THAILAND SATURATED by 
country funds, Indonesia has 
; become the newest country 
fund play. Indonesia’s 190 million popu- 
lation, low costs, plethora of natural re- 
sources and financial deregulation could 
make the country the 1990s growth story, 
according to fund managers. A current up- 
surge in Indonesian fund offerings bears 
witness to the fund managers’ scramble for 
a strategic position in the anticipated 
bonanza. 

First off the mark was Indosuez Asia’s 
US$35 million Malacca Fund which was 
launched in January. It will also invest in 
Malaysia. Jardine Fleming followed with a 
US$25 million private fund placement in 
March. Royal Trust started an open-ended 
fund on 3 April with an initial US$3.5 mil- 
lion. Its target is US$5 million, but the fund is 
not authorised by Hongkong’s Securities 
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Commission. Other funds could be 
launched shortly. 

Indonesia’s chronic capital shortage, 
with interest rates of more than 20%, the 
highest in Asia, means it needs to attract pri- 
vate foreign capital, say fund managers. The 
capital is urgently needed to develop the 
country’s non-oil exports. 

To create the right framework for such in- 
vestment, the Capital Markets Executive, 
Bapepam, is overhauling the apparatus of fi- 
nancial regulation under the forceful leader- 
ship of chairman Marzuki Usman. Listing 
rules have been simplified, bearer shares in- 
troduced, and a 15% tax imposed on certifi- 
cates of deposit, time deposits and saving 
accounts in order to improve the investor 
appeal of shares relative to fixed-interest de- 
posits. 

Foreign investors can invest directly in 
the market. There is no exchange control 
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but withholding tax is 20%. Rupiah 
devaluations to boost export com- 
petitiveness could also cut returns 
for foreign investors. But Indosuez' 
Robert Lloyd-George notes that 
the Jakarta exchange's market capi- 
talisation represents less than 1% 
of Indonesia's GNP. In Thailand, mar- 
ket capitalisation represents 20% of 
GNP. “The potential [in Indonesia] is 
quite considerable,” says Lloyd- 
George. 

The flip side is the paucity of stock 
investments. Fully used foreign in- 
vestor quotas effectively leave only eight of 
some 25 stocks open to the funds. Turnover 
is minuscule at US$20,000 a day, which 
makes the market notoriously vulnerable to 
the weight of fund flows. For instance, ab- 
normal buying triggered a 50% index gain in 
one day last December. The market's strong 
rally in early April was also partly attributa- 
ble to buying by the newly formed Royal 
Trust Fund. 

Indosuez has met its initial target of in- 
vesting US$8.75 million. But to establish its 
presence, Jardine Fleming had to short cir- 
cuit the market by buying US$11.6 million 
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Indonesian funds 


*Not authorised by Hongkong Securities Commission 
TAt7 April, fund is open-ended 


direct from Danareksa, the state investment 
trust. 

The scrip shortage and absence of de- 
fined standards of proper market conduct 
will make the funds vulnerable to market 
manipulation. The learning curve has 
prompted Jardine Fleming to sell its fund 
privately to institutional clients who ap- 
preciate the risk. All the managers stress the 
dangers. “It’s going to be a very long-term 
investment fraught with risk,” says Jardine 
Fleming’s Simon Hallett, “but we hope the 
returns will be very great.” 

The funds’ success will hinge on two 





US PROPERTY 





By Jonathan Burton in New York 


UST A FEW YEARS AGO, the rapid collapse 

of US agricultural land values was re- 

kindling memories of the Great Depres- 
sion. Buyers were non-existent, costs out- 
stripped crop prices, and many farmers, 
particularly in the Midwest, went out of 
business. Banks held regular auctions for re- 
possessed farms that had often been held by 
one family for generations. 

These days, rather than closing farms, 
farmers are more likely to be closing deals. 
For there is growing awareness among in- 
vestors that farmland prices 
have bottomed out and quality 
acreage is now a huge real- 
estate bargain. Among the first 
to discover that fact were the 
farmers themselves. Many sur- 
vived the hard times, paid off 
their debts and started to pur- 
chase land to expand their 
farms. 

They were followed by 
speculators who saw that 
commercial and residential 
property was overbought and 
overbuilt. Farmland presented 
an attractive alternative. It 
offered good returns and in- 
volved far less expense than, 
say, buying an office building. 
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Back to the land 


Prices for agricultural land overall have 
been rising steadily since mid-1987, helped 
by lower interest rates, higher crop prices 
and increased exports. The latest US Ag- 
riculture Department study showed the 
average acre of American farmland in Feb- 
ruary 1988 was worth US$564, a third less 
than the 1982 peak of US$823 and just off the 
record low of US$547 in 1987. A new acreage 
survey is due shortly and prices are ex- 
pected to have continued their climb. One 
independent study predicts farm prices 






Down on the farm 
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factors. The commitment of In- 
donesia's authorities to upgrade 
stock and bond markets, and the cre- 
ation of a sufficient supply of new 
scrip. Clearly, the government will 
have to privatise state assets to meet 
the demand for scrip. The apparent 
willingness of privately owned com- 
panies, notably PT Astra Interna- 
tional and the Dharmala group, to 
countenance flotation could also 
help. 

Usman says Bapepam is currently 
considering over 20 possible new list- 
ings. A privately owned stock exchange will 
be opened in May in Surabaya with three 
listings already lined up. An over-the- 
counter market, which currently boasts two 
listings, has also been founded. 

Royal Trust's Tom Waring reckons that 
the Jakarta market stands on a 15-18 times 
historic multiple. Actual earnings multiples 
are probably a lot lower as the strength of 
profit growth is usually masked by account- 
ing practices designed to reduce tax 
liabilities. "These ratings are sustainable," 
Waring says. "I expect earnings growth of 
12-25% in 1989." m 
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will show only a modest 3% increase this 
year. 

The cost of buying a farm varies greatly 
by region and the quality of the land. For 
farm owners, the best gains since 1987 have 
been in Corn Belt states such as Illinois, lowa 
and Indiana, and in the Plains states of Kan- 
sas and Nebraska. Other recovering mar- 
kets include Florida, Minnesota and South 
Carolina. 

Prime growing acreage remains scarce, 
and strong demand is pushing prices even 
higher. An acre of prime Illinois land aver- 
aged about US$1,900 earlier this year, but 
some parcels topped US$2,800. Illinois farm- 
land was up 13.6% in 1988. Quality Iowa 
farmland values rose 18% last year to about 
US$1,560 an acre, the strongest gain of any 
state. 

Buyers include the resolutely urban — 
those whose only association 
with crops and livestock comes 
from a restaurant menu. Farm- 
ing experience is unnecessary 
because buyers do not have to 
work the land. Many US farms 
are in fact owned by large cor- 
porations and individual ab- 
sentee owners, some of whom 
have never even seen their 
holdings. A licensed farm man- 
ager will, for a fee of 5-10% of 
gross income, find a parcel of 
land and oversee the operation, 
including the selection of a 
farmer. 

Owner and farmer typically 
agree to one of three plans. Ina 
cash-rent lease a farmer pays so 
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much per acre in rent. The farmer pays all 
expenses except property taxes, which vary 
from state to state. 

A crop-share lease requires the owner to 
share the farm’s operating costs with the 
farmer. The farmer pays rent and the owner 
assumes the property taxes. In return, the 
owner receives his share of the harvest pro- 
fits. 

Custom farming means the farmer earns 
a salary and the owner pays all expenses 
and assumes all the risks, but typically keeps 
the farm’s entire income. 

For all the publicity that surrounds for- 
eign ownership of US agricultural property, 
only 1% is actually in foreign hands. 
Perhaps foreigners would claim more if 29 
states did not restrict such purchases. These 
range from Minnesota’s outright ban to 
Georgia’s simple reporting requirements. 

Foreign owners must pay US capital 
gains tax on any sale and are not entitled to 






US Government farm-price supports. These 
obstacles can be legally circumvented, 
though it is best to consult a good tax attor- 
ney before jumping through any loopholes. 


ne way round ownership restrictions 
in a few states like Illinois is to form a 


so-called land trust that effectively 
conceals a property owner's identity. The 
practice is common among Americans. To 
avoid high taxes, foreigners are advised to 
incorporate in the US or in a tax haven such 
as the Netherlands Antilles in the Carib- 
bean. 

If a foreigner owns an American farm 
and is paying for its operation, as in custom 
farming, then price supports are unavaila- 
ble. Many cattle ranches and citrus groves 
are custom farmed because, in any case, 
they are ineligible for subsidies. On a cash- 
rent farm that is foreign-owned, the tenant 
farmer is still allowed government benefits 





CURRENCIES 


Only for the brave 


By Anthony Rowley in London 


URRENCY ADVICE TO INVESTORS can 

presently be summed up as follows: 

buy the US dollar for the short-term, 
dump the pound, be prepared to buy the 
Deutschemark later in the year, and look to 
the yen for the longer term. 

For the moment, the game is to exploit 
real interest-rate differentials, which favour 
the US dollar. It is a dangerous game; a war 
of nerves between the foreign-exchange 
markets and leading central banks. 

The markets are acting a lot like adven- 
turous skaters who ignore a thin-ice warn- 
ing. While the central banks want to slow 
things down without actually plunging 
everyone into the water, sooner or later the 
ice is bound to crack. Then there will be a 
mad scramble for the bank. 

There are two reasons why the dollar has 
continued to defy economic gravity 
and rise significantly against other 
leading currencies (especially the 
Deutschemark and the pound) in re- 
cent weeks. One is that oil prices 
have been firming and, as broker 
James Capel observes, the dollar al- 
ways tends to do well against curren- 
cies such as the Deutschemark and 
yen in time of oil-price strength. The 
other is that there has been an asym- 
metry of monetary tightening across 
the leading economies, with the US 
Federal Reserve tightening more 
than other central banks. 

The effect has been to maintain a 
real interest-rate differential in favour 
of the dollar. A 10-year US dollar 





bond now offers a real yield of about 4.5% 
against 4.2% on a similar Deutschemark in- 
strument, 3% on a comparable yen bond 
and only 2.5% on British gilts (government 
bond). 

The question is, will the Fed continue to 
tighten? In short, almost certainly yes. The 
latest lead US indicators show some easing 
of demand, but inflationary pressures in the 
system are still strong. Giorgio Radaelli of 
Drexel Burnham Lambert points out that the 
US economy is operating close to full em- 
ployment and to maximum industrial out- 
put capacity, such that the merest hint of 
further growth will give an upward push to 
inflation. 

Most analysts believe that the Fed will 
wait and see before moving the discount 
rate higher, but still an upward movement 
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because the farmer is taking all the risk. 

A crop-share lease is more complicated. 
In a 50-50 share between foreign owner and 
tenant farmer, the farm is eligible for only 
half the price supports. An alternative is to 
make the foreigner's stake less than 50%. 
For instance, if a foreign owner is on the low 
end of a 60-40 split, the owner gets 4096 of 
the profits but the farm receives a full sub- 
sidy. 

If the paperwork and money involved in 
the purchase of agricultural land seem too 
bothersome, an investor can always look to 
publicly traded US stocks that stand to ride 
the upswing in farm prices. 

Deere & Co. is a leading farm equipment 
supplier and Archer Daniels Midland is a 
major exporter of processed grains. Another 
investors towards a frenzy of bidding up the 
ment is a professionally managed limited 
partnership that pools funds to purchase va- 
rious types of farmland. a 


in short- and long-term rates is inevitable by 
mid-year. There is also a consensus that this 
means the dollar will appreciate over the 
coming months. 

Well before the year is out, fears about 
tipping the US economy into recession are 
likely to become dominant. Once they do, 
interest rates are likely to stabilise if not actu- 
ally ease. The market's perception of the dol- 
lar could then alter dramatically. With US 
rates coming up against a policy ceiling and 
inflation chasing upwards, yields will con- 
tract on the dollar. 

Without the drug of ever-higher real re- 
turns to keep it up, the market will see the 
abyss of the (now increasing) current-ac- 
count deficit (let alone the budget deficit) 
yawning beneath it and will abandon the 
dollar. 

Of course the dollar could take a bath 
even sooner if central bank intervention 
should be Big enough to damage market 
psychology. So far, the Bank of England, the 
Swiss National Bank and the Bank of Japan 
(BoJ) have been fire-fighting the dollar's rise 
though there are signs that the German 
Bundesbank is doing a bit too. On balance, 
though, it seems unlikely that such 
intervention will tip markedly the 
scales against the dollar. 

Where will the scared money go 
once it does flee the dollar? The 
surest bet is that it will not go into 
the pound. The British currency 
has already taken something of a 
beating in foreign-exchange mar- 
kets as Britain's current-account 
deficit widens while domestic de- 
mand fails to respond to high interest 
rates. In other circumstances, these 
rates might have been sufficient to 
attract yield-hungry international 
investors. But with the much bigger 
dollar market offering even more 
attractive yields, there is little incen- 
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The People’s Republic of 


China Year-Book 1988/89 
The People’s Republic. of 
China Year-Book 1988/89 is 
not only fascinating reading 
for those with social and cul- 
tural interests in China, but an 
essential reference for people 
with business dealings in the 
country. 


What is it? 
This annual volume with over 800 
pages singularly offers the most 
complete guide to every aspect of 
life within China available today. Its 
fully updated contents range from 
the people and culture to economics, 
finance, trade, politics, education, 
science and technology. Plus countless 
other subjects covered in precise detail. 
It is the culmination of thousands of 
hours in research invested by the New 
China News Ltd., professionals who 


All New and Completely Updated Editions 
If you are interested in China here’s a 


double-barrelled offer you cannot 
afford to pass... 


















NOW THESE TWO 
ESSENTIAL WORKS 
CAN BE YOURS 
AT A SAVING OF US$34.00 





The Almanac of China’s 


Foreign Economic 
Relations & Trade 
1988 


China’s trade policies with 
the rest of the world have 
never offered more 
opportunities than they do 
today. The country represents 
an unprecedented potential — 
an expanding market equivalent 
to one quarter of mankind. And 
yet, data on this rapidly growing 
economy has, until recently, been 
scant and unreliable. 
Now, there is one book that 
encapsulates every detail relevant toa 
businessman conducting dealings with 
China — The Almanac of China’s 
Foreign Economic Relations & Trade. 


What is it? 


The Almanac records articles and data 


Buy both of these informative books 
and you can save US$34.00 off their 
original combined price. Which means 
that for only US$145 you'll get: 

@ Thousands of pages of detailed 
data examining the changing face of 
China. 

è Expositions, speeches and articles 
contributed by specialists, pertaining 

















know the country intimately. The result 
is a cyclopaedia of unparalleled insight 
and information. 


Who needs it? 

If you have any interests in China 

at all then you'll find the People's 
Republic of China Year-Book 1988/89 
to be an essential companion. And, 


contributed by leading scholars and 
specialists as well as representatives 

from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically laid- 
out for ease of reference. It includes vital 
information to businessmen, such as trade 
policies and restrictions, and even offers 
listings of potential joint-venture 


because it is completely indexed, it is a j artners. 

da p 
particularly helpful reference for to the exciting market potential and . 
students, professors and people business opportunities available in Who needs it? 


conducting business in or with the country. The Almanac is absolutely vital to anyone 
thinking of, or already involved in, business 
relations with China. It is also a fascinating 
record of the changing face of China's trade 
policies. Not only is it one of the few books 
that offers an accurate view of China's 
economy but it is also the most up-to-date 
documentation of this data. 


China. 

e Hundreds of photographs and 
illustrations of interest. 

€ Two systematic and valuable 
references for those with business 
dealings or academic interests in China. 


The People's Republic of China Year-Book 
1988/89 combined with The Althanac of 
China's Foreign Economic Relations 1988 


bring you all the information about China 
you'll ever need. 
Order your copies today. 
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tive for the market to seek income in sterl- 
ing. 

The British Government wants to see the 
pound higher, to restrain rising inflation, 
but the market is convinced that it has to go 
sharply lower in order to correct the current- 
account deficit. 

As for the Deutschemark, it is overdue 
for a realignment against the European 
Monetary System (EMS) currencies. Realign- 
ment will likely occur when the ECU basket is 
formally redefined in September. By then, 
the Deutschemark will almost certainly have 
appreciated against other leading European 
currencies which form part of the EMs, and 
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against sedit too which is not part of the 
system. It would also have appreciated mar- 
kedly against the US dollar, though how 
much would depends upon changes in in- 
terest-rate differentials. The West German 
authorities will almost certainly tighten fur- 
ther which will help the currency once US 


rates reach a plateau. 

T other central banks in raising rates, 
though against this potential bear fac- 

tor for the yen has to be weighed the fact 

that, unlike the Deutschemark, the yen is 

not constrained within any formal monetary 


he Boj seems likely to lag behind 





COMMODITIES 


Riding the boom 


By Michael Malik in Sydney and Nick Seaward in Kuala Lumpur 


TRONG COMMODITIES PRICES have 
buoyed the Australian and Malaysian 
economies over the past year. After 
recent bullish forecasts, Australian resource 
and agriculture-related stocks have put 
some life into the otherwise flat market. 
While in Malaysia, plantation stocks have 
been leading profit-performers this year. 

Although world economic activity is ex- 
pected to slow to some degree, the Austra- 
lian Bureau of Agricultural and Resource 
Economics (Abare) in its first forecast of the 
year says it expects a consolidation of the 
strong price recovery for Australian com- 
modities in the 1989-90 financial year (from 1 
July). 

The recovery of Australian commodity 
prices which started from a narrow base of 
wool and some base metals in 1987-88 has 
become more broadly based in the current fi- 
nancial year (end 30 June), with wheat, 
sugar, beef, lamb and oil all doing well. 

Abare estimates Australian commodity 
exports will grow at 8% in 1988-89, worth 
A$2.6 billion (US$2.1 billion), despite the 
strong local currency which peaked in Feb- 
ruary at a four-year high, near 90 US cents, 
before a government-managed fall to 
around 80 US cents. In making its 1989-90 
forecasts, the bureau assumed that the Aus- 
traian currency would average 82.5 US 
cents for the current year and 80 US cents for 
the next one, with the trade-weighted index 
falling from an average of 61.8 for the 1988- 
89 to around 60. 

The bureau's main commodity price 
forecasts are: wheat, up to around A$169 a 
tonne ex-silo, from the current A$156; cot- 
ton, base-price average A$2.05 a kg, up from 
A$1.75; sugar, US 15 cents a Ib (A$410 a 
tonne), compared with the current US 12 
cents a Ib (A$320 a tonne); beef up 12% and 
lamb 17%. Although wool prices are volatile 
after peaking at 1,100 US cents a kg last Oc- 





tober, prices should stay around the 900 US 
cent level. Average coal prices should in- 
crease by some 10% and export earnings 
should reach record levels. Aluminium 
world prices are declining, though they will 
remain at relatively high levels. Copper, 
lead and zinc prices are forecast to remain 
firm at their present high levels; exports are 
estimated to increase in value by 1676. 

Most brokers single out MIM in the min- 
ing sector as the most attractive stock, along 
with Comalco. CRA is another solid mining 


Commodity price climb slows 
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stock and Queensland Coal Trust should 
benefit from export earnings. Both Santos 
and BHP Petroleum should benefit from 
firm prices, with a new offshore gas find by 
BHP improving its prospects. 

CSR will benefit from the sugar price rises 
and its Banderburg Rum operation, already 
the country’s largest supplier of spirits, 
should improve performance. 

Farm-related stocks which should bene- 
fit include Elders Pastoral and Sherwin Pas- 
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system. Once the dollar goes into free-fall, 
the foreign-exchange markets are likely to 
look with favour upon a currency which is 
free to rise at will and in an economy with 
sound fundamentals. 

The dash for yen could be impeded by 
the relative scarcity of the Japanese currency 
compared with other major currencies. But 
just as shortage of stock has been a real fac- 
tor powering the rise of the Japanese stock- 
market, so a yen shortage could well drive 
investors towards a frenzy of bidding up the 
Japanese currency. This, though, is proba- 
bly a scenario for early 1990 rather than for 
1989. a 





toral, which has seen its share price im- 
prove during a still unsettled three-way 
take-over tussle between Elders, Robert 
Holmes a Court and BT Australia. Another 
agriculture-related stock favoured is Kraft, 
while some brokers are unethusiastic about 
miller and baker Goodman Fielder Wattie. 
Fertiliser producer Incitec is favoured. 

In Malaysia, meanwhile, six plantation 
companies listed on the Kuala Lumpur 
Stock Exchange (KLSE) were among the 30 
top profit-makers, according to research by 
the Malaysian Investors’ Association. They 
include such institutional favourites as KL 
Kepong, Harrisons Malaysian Plantations 
(HMPB), Consolidated Plantations and High- 
lands & Lowlands, but they also feature the 
less fashionable counters Dunlop Estates 
and Batu Kawan. 

However, last year’s strong earnings 
growth is not likely to be repeated in 1989. 
The prices of Malaysia’s main commodities 
— rubber, palm oil and cocoa — have al- 
ready peaked. The average price of RSS One 
grade rubber was 310 M cents (US$1.14) a kg, 
compared with the official forecast for 1989 
of 300 M cents, while the corresponding fig- 
ures for palm oil are M$1,029 and M$900 a 
tonne. 

Earnings growth — if any — will have to 
come from increased yield or from new area 
brought into production, though a signi- 
ficant yield improvement is unlikely. The 
central bank forecasts that output of the ag- 
ricultural sector as a whole will decline to 
3.5-4.0% growth in 1989, compared with 
7.4% in 1987 and 4.8% in 1988. Most of the 
slowdown is attributed to the rubber and 
palm oil sectors, where intensive production 
over the past two to three years is expected 
to see tree "stress" soon. 

Figures for new planting show that the 
area of mature rubber actually declined last 
year by 2.376 to 337,000 ha. However, palm 
oil mature hectarage increased nearly 9% 
last year to 1.49 million ha; it is possible that 
these new trees will more than compensate 
for the expected fall-off in yield. Overall, 
however, the days of profit-doubling — as 
experienced by HMPB last year — are now 
thought to be over. 

Two other factors militate against price 
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March, founding shareholder Harrisons & 
Crosfield sold a 3076 stake in HMPB at a dis- 
count to market which it later justified on the 
grounds that it believed the plantations sec- 
tor had peaked in Malaysia and better re- 
turns could be got elsewhere. This decision 
by one of the world leaders in the business 
was immediately taken as a bearish signal 
for the whole sector. 

The other factor is that if prices do re- 
cover as part of the general bull run, they 
will almost certainly fall off again when the 
giant Kumpulan Guthrie is floated on the 
KLSE in June. Investors are expected to 
liquidate other holdings to take up the issue, 
which will be one of the biggest since 1986. 
Guthrie has the largest hectarage of all 
plantation companies in Malaysia and con- 
trols two listed counters already — High- 


gains in the plantation stocks. In early 


H'a 


If steady dividend yields are preferred to 
capital gains, a few plantation stocks offer 
reasonable returns. In oil palms, Consoli- 
dated Plantations and Kulim Malaysia are 
trading at levels which give yields in excess 
of 5%. Consplant looks the better bet as it is 
trading some 70 M cents below its year high 
of M$3.98; however in terms of prospective 
price-earnings (p/e) multiples it is still 
amongst the most expensive counters with a 
p/e of 20, compared with 16 for Kuala Lum- 
pur Kepong and 15 for HMPB. 

In rubber, Guthrie Ropel, Kundong Tan- 
jong Pau and Malakoff are yielding more 
than 5%. Of the three, KT Pau is trading well 
below its year high but market capitalisation 
is a minuscule M$33 million. 

So much for the pure plays. Many indus- 
trial counters also have exposure to planta- 





OIL INVESTMENTS 


Roll out the barrel 


By James Bartholomew in London | 


HE PRICE OF OIL has spurted ahead in 

the past six months. From a low of 

US$12.40 a barrel in New York last 
October, crude oil has soared to US$20.48. 
Oil company profits will certainly benefit 
this year. But shares in the major interna- 
tional oil groups have ignored the lead of 
crude prices. 

Crude is widely expected to fall back in 
the next few months because the recent 
highs in the oil price have partly been 
caused by exceptional disruptions to supply 
in the North Sea and Alaska. The common 
expectation of a fall is reflected in the for- 
ward prices. The December crude oil price is 
more than US$3 cheaper than ọil for May 
delivery. 

But there are two fundamental bullish 
factors which make oil shares attractive. 
They both derive from the long bear market 
for oil through the 1980s. The first is the 
shortage of world refining capacity, caused 
by the strong growth in demand which has 
taken place. Earlier in this decade, con- 
sumption fell in response to the sky-high 
prices. As oil prices then fell, oil companies 
have not sufficiently allowed for the result- 
ing increase in consumption, which has also 
been boosted by economic growth around 
the world. 

So for the next few years, the refineries 
will barely be able to keep pace. That means 
bigger margins. These improved margins 
should continue for several years at least be- 
cause of a lag in bringing on stream new re- 
fining capacity, says the oil analysis team at 
UBS-Phillips and Drew. This capacity short- 
age is being exacerbated by new specifica- 
tions for certain oil products, such as lead- 
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free petrol. The outlook for margins in those 
particular products is excellent. 

The second factor for oil shares is that 
over the next six years or so, crude oil prices 
will probably rise well above the current 
level. The mathematics are simple. Con- 
sumption will continue to rise but produc- 
tion outside countries belonging to Opec 
will not rise at the same rate. Earlier major 
non-Opec discoveries such as the North Sea 
and Alaska are not recurring. So Opec will 
have to fill the gap. In other words, the or- 
ganisation will be back in the driving seat on 
oil prices. 

But it is unlikely that Opec will be able to 
push up prices in the mid-1990s the way it 
did during the 1970s. According to UBS- 
Phillips and Drew, shale oil can be exploited 
profitably at US$25 a barrel. Once that 
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lands & Lowlands and Guthrie Ropel. 


Brunei oil platform: fundamental bullish factors. 


tions and offer ways of getting into the mar- 
ket without the risk of being hostage to the 
prices of one or two commodities. Boustead 
Holdings and Genting Bhd are two such 
firms. Boustead derives most of its profit 
from its controlling stakes in several planta- 
tion companies, including publicly listed 
Kuala Sidim Rubber, Selangor Coconuts 
and Malakoff. Boustead’s shares are trading 
on a historic multiple of 70, which makes 
them expensive. 

Casino operator Genting offers value on 
a price-earnings of 15, largely due to the 
market's unfavourable response to its re- 
cently announced restructuring plan for its 
casino and resort operations, which account 
for about 75% of profit. Genting’s 77%- 
owned publicly listed plantation subsidiary, 
Asiatic Development, is trading on a multi- 
ple of 30. a 


threshold is reached, a number of vast shale 
oil programmes will start. Shale oil is abun- 
dant, therefore output from shale oil should 
increase until it is sufficient to bring the price 
of oil back down to US$25 or thereabouts. 

While this scenario might make good 
economic theory, crude prices will probably 
have to rise well above US$25 before invest- 
ors in shale oil are willing to commit the cap- 
ital to start up exploitation. And there will be 
a lag of one or two years before sufficient 
production is brought into play to affect oil 
prices. In short, there could be, say, three 
years of prices well above US$25 a barrel. 

All these factors are encouraging for in- 
vestment in oil shares; in the short term, bet- 
ter profits will certainly come from the cur- 
rent rally in oil prices, as well as from im- 
proved refining margins. In the long term 
(to the mid-1990s), a major boost may come 
from higher crude oil prices. 

Another thing which makes oil shares at- 
tractive is that they are out of fashion. It is 
not surprising. The earnings performance of 
the oil majors had been terrible during the 
mid-1980s compared with other sectors. In 
the US, the Standard and Poors index of 
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earnings by iriternationat oil companies fel 
from 105.6 in 1984 to 95.4 in 1988 — the earn- 
ings index of the Standard and Poors 400 
companies had risen from 122.1 to 195.9. 
While oil companies stagnated, other com- 
panies bounded ahead. 

. But now that will change. As Shearson 


_ Lehman Hutton says of the British market: 
t... "For the first time in five years we are pro- 
_ jecting that oil sector earnings will show two 
5. consecutive years of growth at a pace ex- 
< ceeding the total market.” Admittedly the 


outperformance of the oil shares is predicted 


.. to be fairly small. Shearson also does not 
-. predict international oil companies in the US 
will beat the profits growth of other US 
~ companies. But worldwide, the oil com- 


panies are back in the earnings race. 

Which shares should one buy? It does 
not really matter. International oil majors, 
despite their wretched performance in re- 
cent years, still have big market capitalisa- 
tions. That means there are legions of ana- 
lysts scrutinising every quarterly statement 
and every corporate deal. It will be difficult 
to find faults with the relative valuations of 
Exxon and Mobil or Shell and British Pet- 
roleum. 

That said, Drexel Burnham Lambert, 
which takes a fairly cautious view of the sec- 
tor as. a whole, particularly recommends 
Royal Dutch Shell, currently at 6133.60 
(US$2.12); and also rates both Exxon, at 
US$42, and British Petroleum at £2.75 





INSURANCE 


Getting returns on life 


2 . By Christopher Marchand in Hongkong 


~ NIT-LINKED OR UNIVERSAL-VARIABLE 
x LIFE ASSURANCE POLICIES are preva- 


' lent in Britain, Australia and the US. 


F1 But Asian consumers still prefer to opt for 
oa old fashioned with-profits life schemes. 


Partly this reflects the slowness with 


^. which Asia's mostly US-owned life assur- 
;. ance companies have marketed unit-linked 
=- life policies in the region. But Asian consum- 
— ers traditionally prefer to buy life policies, if 
^. they buy at all, for their certain insurance 
—. value. The business of investment returns is 
. treated as a matter of personal initiative. 


That may change as companies gingerly 


start to sell unit-linked life policies. Hong- 
.- kong insurance company Carlingford Swire 
-^ introduced a Capital and Savings Assurance 
<+- (CSA) Plan in late January. Manufacturers 


Life has been selling a Variable Investment 


.. Plan, the vip-plus, since mid-1985. 


These policies are basically the same as 


-. the life-investment schemes sold to expat- 
-.. riates as a means of reducing tax back home. 
^. But CSAs and Vvir-plus plans differ in being 
; aimed at the Asian consumer. The edge 


- over classic with-profits life policies is their 


^ flexibility and greater long-term investment 
returns. 

= Unit-linked life policies unbundle the 
-> cost elements attached to the death benefit, 
< investment, management and administra- 
. tion. This differs from with-profits life, 
-= where cost components are not isolated. 
«. The insurer simply declares a guaranteed re- 
~ turn to the with-profits policyholder. Any 
4. additional profit goes directly into the in- 
- surer's pocket. 


The holder of a unit-linked life policy will 


«= know the actual returns on his investment. 
- He can also vary premium dues and alloca- 
^. tions to investment and insurance. In addi- 
^. tion to the unit-linked account, Hongkong 


policies offer a second investment account, a 
savings account with guaranteed return. 
The unit-linked or capital growth account fo- 
cuses on equities, with a leavening of bonds 
and money instruments. 

Usually a number of charge-free trans- 
fers are allowed each year between the sav- 
ings and unitised, capital-growth account. 
Carlingford's savings guarantee is the 
Hongkong and Shanghai Banking Corp.'s 
interest rate on one-month US dollar de- 
posits. This rate is currently 9.5%. Manufac- 
turers's savings guarantee is set by the yield 
on AA Eurodollar bonds and is currently 
8.5%. 

The policyholder can also tailor death 
benefits to suit individual needs, Premiums 
are set by the size of the sum insured, age, 
sex and smoking status. Typically, a young 
single male might opt for a smaller death 
benefit. This would be raised on marriage 
and reduced at a later stage in life. Of a usual 
premium of US$100 a month, Carlingford's 
Stan Vyner says some 25% would service 
the death benefit. 

Carlingford’s CSA plan also offers addi- 
tional flexibility in not levying early surren- 
der penalties on policyholders who cash in 
before a specified time period, usually 20 
years. Carlingford says this is possible as the 
CSA plan is not sold through a large agent- 
broker network with heavy upfront costs. 

Of course, the non-use of a large sales 
team flouts the industry’s sacrosanct belief 
that life insurance is not bought but sold. 
Detractors say that Carlingford will rely on 
the Hongkong Bank’s extensive branch net- 
work in the territory to get the scheme off 
the ground. (The Hongkong Bank owns 
74.5% of Carlingford.) Vyner hopes that 
“word of mouth” and the company’s small 
specialist sales squad will do the trick. 
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Shearson recommends Shell, too, but in 
the form of the British holding company, 
Shell Transport (£3.82). Shearson comments 
that Shell is strong in downstream (refining 
and distribution) operations, saying that 
Shell “has invested more heavily than most 
in upgrading its refineries in the last five 
years." This positions the group to gain 
from improved margins which are likely in 
the next few years. Shell is the safe bet be- 
cause its value does not depend on a posi- 
tive outlook for the price of crude oil. But for 
those who think the analysts are overcauti- 
ous about oil in the short term, British 
Petroleum would be the more suitable 
choice. E 


The CSA plan's success will hinge on its 
ability to sell without a big sales team. But 
Manufacturers managing director Elvyn 
Harris says the long-term success of unit- 
linked life policies will rest on superior in- 
vestment returns. "That's where the fight 
will be," he predicts. 

However, the October 1987 stockmarket 
crash had a sobering effect on unit-linked life 
policies. In the US, the trauma prompted a 
swing back to guaranteed policies. But de- 
fenders claim that long-term insurance/ 
equity investors still show a post-crash gain 
which is better than standard with-profit re- 
turns. 

“Over a 10-year period, I have no hesita- 
tion in putting people into equities,” says 
John Robertson, an insurance broker with 
Mollers’ Hongkong. “In the long term, the 
best performing unit-linked insurance plans 
in the United Kingdom outperform those 
with-profit. To me, the flexible, whole-life 
plan is orie of the best around. There simply 
aren't enough being sold in Hongkong." 

Equity-linked life contracts are becoming 
more sophisticated, Robertson says. Apart 
from rapid switching between equities, 
fixed-interest and currency, British funds in- 
creasingly use fund managers with strong 
track records in specialist markets. But there 
are dangers — Robertson warns that Bri- 
tain's worst performing equity-linked funds 
usually underperform the worst with-pro- 
fits contracts. 

In Hongkong, the unit price of Manufac- 
turers' VIP plus was floated in June 1985 
at US$10. After rallying to a pre-crash 
US$18.30 high, the units slumped to to 
US$13.12. The price closed on 14 April this 
year at US$17.23. Carlingford’s CSA was 
US$10 in January; the 14 April closing price 
was US$9.96. 

That start is a shade inauspicious. But 
Vyner is confident that, based on historical 
trends, CSA's capital growth fund will out- 
perform one-month US dollar deposits. 
“Our returns will be way better because our 
underlying charges are so cheap. We will be 
also giving away more on the capital EUN 
fund," he says. 
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Stockmarket, bond and currency trends 
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BUSINESS AFFAIRS 





LABOUR 


Hongkong manufacturers under pressure to automate production 








By Ellen Salem in Hongkong 





he Hongkong Government's rejec- 

tion of a call by a coalition of busi- 

ness leaders to import workers to 

fill the current and projected labour 
shortage could finally give the territory the 
necessary prod to upgrade its industrial 
base. 

But the prod will prove ineffective unless 
government and industry act quickly; they 
need to set up training programmes that will 
compensate for local industry's reticence on 
greater use of automation and high technol- 
ogy. Industrialists particularly must back up 
their oft-stated commitment to the future of 
Hongkong with more capital investment. 

The labour shortage is the result of slow- 
ing population growth, a halt to illegal im- 
migration from China and accelerated em- 
migration, mainly of professional and man- 
agerial workers. At the same time, the ser- 
vice sector has been growing rapidly, the re- 
sult of a range of factors including expansion 
of support services to meet the growth in 
China trade and a local tourist industry that 
has benefited from Hongkong’s compara- 
tively weak currency. 

The government so far has resisted pres- 
sure to allow any major increase in the im- 
port of skilled and unskilled workers, citing 
social and economic objections. It has, how- 
ever, said it is "examining areas which have 
acute skilled manpower shortage, and on 
this basis we will consider allowing more 
skilled people to be brought in under exist- 
ing policy with relaxed criteria." In the main, 
the government has called repeatedly on in- 
dustry to compensate for labour shortages 
through increased investment. 

A Report on Hongkong's Labour Shortage 
submitted to the government by the busi- 
ness coalition, the Joint Association Work- 
ing Group, recommends large-scale import- 
ing of contract labour from China. The coali- 
tion comprised the Chinese General 
Chamber of Commerce, the Chinese Man- 
ufacturers’ Association of Hongkong, the 
Federation of Hongkong Industries, The 
Federation of Hongkong Hotel Owners, the 
Hongkong General Chamber of Commerce, 
the Hongkong Tourist Association, the Re- 
tail Management Association and the Textile 
Council of Hongkong. 

The report proposes that 20,000 daily 
contract workers be brought in from Shen- 
zhen, the special economic zone adjoining 
Hongkong, and that the current daily quota 


Men or machines? 


of 75 legal Chinese emigrants be doubled 
(about half of these China immigrants are 
not economically active, being elderly or 
children). The report said these measures 
will lessen the detrimental effects that its 
Says are caused by the labour squeeze. 
These effects are: 

P Rising inflation. 

> A limit on GDP growth. 

> The shift of major non-quota manufac- 
turing enterprises to China and elsewhere. 
> Delays in building needed infrastructure. 
> The inability of manufacturers to fill or- 
ders. 

> Deterioriating standards of products and 
services. 

> Worsening quality of life that exacerbates 
the brain drain. 

> The shift of multinational company re- 
gional bases away from Hongkong. 

> The high cost of rapid staff turnover. 
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> An increasing number of accidents at 
construction sites and in industry. 

The answer, suggested by the 89-page 
study, is that there is ^no single alternative 
to importing contract labour [that] could re- 
solve the labour shortage problem." 

Union officials; economists, engineers 
and even a few industry officials disagree. 
However, there is consensus that much 
greater flexibility — specifically over the defi- 
nition of skilled and unskilled — must be al- 
lowed within the existing provisions for im- 
porting labour. Union officials stress that ap- 
plications must be examined on a case-by- 
case basis. 

The objections to the business coalition's 
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proposal fall into two categories: the socia 
and political impact of imported labour 
and, that the economic viability of Hong 
kong requires a huge technological upgrad: 
ing of its industrial and service sectors, 
rather than more cheap labour. 

The social critics point out that the pro 
posal to import contract labour from Chin: 
would depress the wages of the one grour 
that has not benefited from Hongkong 
booming economy — manufacturing work- 
ers. The manufacturing sector is the largest 
employer in Hongkong, with 844,575 work- 
ers in the third quarter of 1988 out of a total 
workforce of 2.8 million. 

But even with the overall unemployment 
rate at an all-time low of 1.396 and 55,069 re- 
ported vacancies in the manufacturing sec- 
tor, year-on-year increases in real wages 
have lagged far behind that of other sectors. 
This reflects, to a large extent, the trend 
among Hongkong manufacturers to move 
their labour-intensive operations to Shen- 
zhen, where wages are half those in Hong- 
kong. Many are moving to the even cheaper 
labour areas in South China. 

Other sectors, from services to construc- 
tion, cannot shift across the border. As a re- 
sult, wages for all sectors except manufac- 
turing have risen sharply over the past two 
years. Importing contract labour would, in 
the main, fill vacancies in manufacturing 
and further depress wages, worsen income 
disparities and could lead to labour unrest. 


ther objections to importing labour 

from China range from a dislike of 

the working practices of many 

mainland China staffers now in 
Hongkong to the added burden that it 
would place on already inadequate social 
services, transport and housing. 

Sources close to government say that it 
has rejected the idea of large-scale importa- 
tion of labour because of fears that the short- 
age could become endemic. If that occurs, 
the government reasons, Hongkong will be 
saddled with a large pool of Chinese work- 
ers who, on the basis of their long-term resi- 
dence here, will agitate for the right of per- 
manent residence for themselves and family 
members still in China. This would hasten 
the social intergration of Hongkong and 
Guangdong province and could provoke 
unease, if not unrest, in a Hongkong look- 
ing nervously towards the change of 
sovereignty from Britain to China in 1997. 

Indeed, if one is to give more than lip-ser- 
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vice to the premise that Hongkong is to be a 
separate administrative region after 1997, 
then it must have the ability to control im- 
migration. Nonetheless, if Hongkong is to 
allow the immigration of skilled and semi- 
skilled workers from the Philippines or 
South Korea, it may be politically difficult to 
close the doors to semi-skilled workers from 
China. 

A study prepared for the report argues 
that the macro-economic implication of the 
labour shortage, if investment or labour sup- 
ply is unchanged, will be a decline in GDP 
growth from the current 8.5% to 6-6.5% up 
to 1994. Echoing the various employers 
groups, the study says that shortages now 
appear in every sector of the economy. 

The study projects that the current 8.5% 
growth rate can be maintained if: 
> Labour is imported freely and capital in- 
vestment as a portion of GDP is unchanged. 
In this case, 57,600 foreign workers will have 
to be imported in 1989. By 1994, the accumu- 
lated imported workforce will number 
422,000. 
> There is no change in the present policy 
on importing labour and investment growth 
accelerates from the present 6.5% of GDP to 
9%. Although the substitution of capital for 
labour will not be viable for all industries 
that are affected by the current shortage, 
workers released by one industry can move 
into other industries. This mobility, how- 
ever, will require a huge increase in adult 
education and training. 

A third scenario that allows for a less 
than optimum increase in GDP — 7.4% in- 
stead of 8.576 — would require an invest- 
ment growth rate of 7.476. Under this 
scenario, 17,000 foreign workers will be 
needed in 1989. By 1994, accumulated im- 
ported workers will total 140,000. 

The economists commissioned by the 
business coalition to prepare this study say 
that the scenario which requires a significant 
step-up in investment is the bést, though 
they point out that the acceleration of invest- 
ment and labour mobility may not be easy to 
achieve. 

Difficult or not, many other economists 
feel that Hongkong has no option but to up- 
grade its industrial base and divert funds 
from retained earnings, or profits, to 
investment. This need to increase invest- 
ment comes at a time when growing uncer- 
tainty over Hongkong’s future has prompt- 
ed many to invest their earnings offshore 
rather than fund needed capital improve- 
ments. 

In the report's study, short shrift is given 
to the need for Hongkong to increase its per 
capita GDP. Critics feel that this clearly shows 
that Hongkong's capitalists only desire to 
maximise growth while holding down 
wages — a policy which is at odds with the 
interests of the majority. Nor, critics say, has 
adequate attention been paid to Taiwan's re- 
sponse to a tight labour market. Rather than 
import workers, Taiwan manufacturers 
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Hongkong factory workers: pressure. 
were forced to upgrade industry and raise 
industrial wages too. | 

In 1987, Hongkong's Industry Depart- 
ment commissioned P-E Consulting Service 
to study the metal and light-engineering in- 
dustries and to recommend measures that 
would assist development. Their study 
stressed that over the medium to long term 
China will attain a level of competence equal 
or better than the current industry level in 
Hongkong. The industry therefore must 
adopt "a strategy of moving up-market in 
product and production technology, pro- 
ductivity and quality in order that it is not 
supplanted as a manufacturing base." 

In fact, the shift by manufacturing into 
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Guangdong to engage in largely labour-in- 
tensive export-processing operations (now 
estimated to employ 2 million or more work- 
ers across all sectors) serves only to freeze 
Hongkong's industrial structure. The con- 
sultants, who claimed that their study of 
metals and light engineering typifed manu- 
facturing as a whole, note that the windfall 
of cheaper labour in China will prolong 
Hongkong's competitiveness. But the price 
of this will be to dissuade manufacturing in- 
dustry from investing here, or contributing 
to the domestic economy on a scale propor- 
tionate with its resources. 

Major weaknesses they identified that 
typify Hongkong's manufacturing sector are: 
> Insufficient investment. 
> Low pay. . 

9» Low labour productivity. 

> Poor workplace organisation and work- 
ing conditions. 

9 Lack of quality assurance. 

»> Backward technology. 

»> Inadequate product development. 

> Inability to recruit and retain technicians 
and technologists. 

In other words, Hongkong’s failure to 
move up-market and maintain its competi- 
tiveness owes more to the industry's failure 
to upgrade than to a shortage of labour. Im- 
porting huge numbers of workers will only 
serve to worsen present weaknesses. a 
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China buys New Zealand Steel 


Steeling technology 


By Colin James in Wellington 


he giant Minmetals Group of China 
[ has bought New Zealand Steel. This 


is the first purchase in New Zealand 
by the trading group and it beat off strong 
bids by local conglomerate Fletcher Chal- 
lenge, Australian steelmaker BHP and re- 
sources company Elders IXL. 

The price was undisclosed as a condition 
of the deal, but is likely to have been in the 
region of NZ$350 million (US$214 million). 
With that goes established worldwide ex- 
ports, including to China, of NZ$350 million 
with, according to company managing di- 
rector Lindsay Fergusson, the firm pros- 
pects of NZ$600 million in exports within 
two years. 

Fergusson said Minmetals had said it 
would operate at arm's length from NZ 
Steel. NZ Steel is represented throughout 
Asia by Ferrostaal of West Germany and if 
Minmetals wanted to import steel into 
China from NZ Steel it would pay the going 
price, he said. Another NZ Steel spokesman 
said the company had been exporting steel 
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to China for 20 years on a spot basis and on 
29 March agreed separately with Minmetals, 
in its trading guise, to supply a trial ship- 
ment of 40,000 tonnnes of ironsands, which 
if successful may grow to 160-200,000 tonnes 
a year. 

NZ Steel was developed in the mid-1960s 
to exploit the ironsands at Taharoa on the 
west coast of the North Island. It has a 100- 
year right from 1966 to take ironsands for the 
steel mill at a royalty to the government that 
is now 5 NZ cents a tonne and, under the 
legislation giving it access to the sand, can- 
not exceed 7.5 NZ cents. Separately, NZ 
Steel exports 1.3 million tonnes of ironsands 
a year to Japan, for which it pays a royalty of 
97 NZ cents a tonne to the local Maori tribal 
owners and a 576 export duty. 

The purchase ends an unsettling saga 
for the company. The government divested 
itself in the 1970s of a 45% shareholding 
it took up to make good a shortfall in the 
initial public takeup of shares, but effectively 
renationalised the company when it took 
over mounting debts resulting from con- 
struction cost overruns on a joint govern- 
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ment-NZ Steel venture to add a rolling mill. 


. The government sold its 89% holding in 
1987 for NZ$327 million to Equiticorp Hold- 
ings, which onsold 20% toits part subsidiary 
Fisher and Paykel, a whiteware manufac- 
turer. Equiticorp collapsed in January after 
BTR Nylex of Australia refused to take NZ 
Steel as part of its purchase of Feltrax, the 
Equiticorp subsidiary holding the other 8076 
of NZ Steel, and when Equiticorp could not 
find another buyer. 

(e. Atthetime, some commentators saw the 
< unwillingness of Fletcher Challenge to come 
<>- to the rescue as a ploy designed to force 
down the price. Fletcher Challenge had ex- 
^. pressed interest in NZ Steel, which it recent- 
< ly described as a "natural" addition to its re- 
:..source-based industry stable. If the ploy 
.— theory is accurate, Minmetals' emergence as 
4. a serious bidder in March finessed the 
'" manoeuvre. 





Because of its subsidiary status, no profit 
figures for NZ Steel were issued publicly 
under Equiticorp ownership, but it is said to 
be profitable. 

Minmetals was previously the Chinese 
Government's metals and minerals trading 
arm, the China National Metals and Miner- 
als Import and Export Corp. It re-formed as 
Minmetals Joint-Operation Co. this year. It 
is a trading enterprise, and it says it has aver- 
aged US$6 billion a year in imports and ex- 
ports since 1984. Since 1985, it has branched 
into production and engineering services, 
among a range of new activities which in- 
cludes hotels in China. 

In New Zealand it has formed a joint 
venture, called CEMC (NZ), with the Lu In- 
vestment Group, a company set up by a 
Chinese national, Lu Ji Hong, 25, an ac- 
complished pianist who settled in Wel- 
lington after studying music there. 
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n Support for Indonesian steel mill provokes outcry 


Rollo on favours 


D—————M—————À 


E (—X————————————————— 


(CY evere liquidity problems facing the 
part state-owned Cold Rolling Mill 
: Indonesia (CRMI) have prompted 
: the government to promise the company 
‘US$75 million in a loan raised from French 
= cand US banks, and the possibility of a 
E US$357 million cash injection from the 
~ government. 

>. The plan has raised a storm of protest 
— from politicians and businessmen. They 
object to the governments generosity 
towards the money-losing steel mill in 
- which a major share is held by Indonesian- 
_ Chinese businessman Liem Sioe Long, who 
~~ controls the country’s most profitable busi- 
_ ness group. 

When it was inaugurated in 1987, the 
.. 850,000 ton capacity mill was seen as com- 
^. pleting Indonesia’s plan for an integrated 
¿> steel industry. Using steel produced from 
-. the state-owned Krakatoa Steel plant sited 
= next to it, the output of 2-2.5 mm steel plate 
-— was expected to be used mostly for domestic 
= vehicle and light industrial production. 

7. The mill was financed by equity capital of 
s US$245 million and loans of US$580 million 
: from a consortium of state and foreign 
= banks. Shareholders included state-owned 
Krakatoa Steel with 40%. Another 40% is 
owned by Kaolin Indah Utama controlled 
by Liem’s Indocement group and the Met- 
ropolitan group, owned by another Indone- 
--.sian-Chinese businessman, Ciputra. The 
^: Franco-Spanish consortium Sestacier which 
^. built the plant holds 20%. 


















But fluctuations in the demand for steel 
and the value of currencies have depress- 
ed production and increased the plant's 
debt burden. The original debt of US$580 
million made up of a basket of currencies 
is now said to be more like US$620 million 
because of the depreciation of the US dollar. 
First instalments on the loans due next 
year have precipitated the firms’s liquidity 
crisis. 

The mill is far from reaching operational 
break-even point through 
sales. Tungky Ariwibowo, 
the junior minister for indus- 
try responsible for the mill, 
who is also chairman of 
Krakatoa, said the mill had 
been planned in the 1970s 
“when the Indonesian econ- 
omy had been enjoying a 
robust growth rate, but by - 
the time the factory started 
up operations in 1987, the 
country’s economic perform- 
ance had sharply declined.” 

The critics have focused, 
however, on the govern- 
ment's willingness to use its 
own hard-pressed resources 
to bail out a private company 
— and one part-owned by Indonesia’s most 
creditworthy business group at that. 

Before the mill was built, Liem had a 
monopoly of the import of steel plate 
through his firm Kiwang Selogam. The 
enormous profits from this monopoly were 
supposed to be ploughed into building In- 
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Liom: generosity. | 


CEMC cand Lu, group director Glen Wiggs : 
told the REVIEW the NZ Steel purchase was 
one of the first of Minmetals' shift from sim- 
ply trading into the outright purchase of 
productive enterprises outside China. It will 
not be the last in New Zealand. Wiggs said 
Minmetals was interested in buying into 
"forests and mills of various kinds." 

All forests held by the state-owned 
Forestry Corp., representing the majority of 
production forests in New Zealand, are up 
for sale. The Commerce Commission re- 
cently denied the three major New Zealand 
pulp and paper manufacturers, Fletcher 


Challenge, Elders Resources-NZFP and Car- 


ter Holt Harvey, permission to buy state 
forests without restriction. 

The NZ Steel purchase has to be ap- 
proved by the Overseas Investment Com- 
mission and the Commerce Commission. 
Both approvals are likely. a 


donesia’s own steel capacity, hence Liem's 
40% share in CRMI. “What shocks MPs,” re- 
marked one parliamentarian, “is that while 
the Liem group made enormous profits 
from the import monopoly, the steel mill is 
in difficulties. How is that possible?” 

The case is reminiscent of the govern- 
ment's controversial equity buy-in to 
Liem's Indocement group in 1985. The 
US$325 million purchase of 3576 of shares in 
Indocement was widely seen as a political 
favour relieving Liem of the burden of the 
company's losses. Although in the case of 
CRMI the government has announced only a 
loan, sources say plans for a further cash in- 
jection could include purchases of equity. 

There is intense speculation in Jakarta 
business circles that Liem may be trying 
to off-load some of his Indonesian interests 
to concentrate on his international opera- 
tions, perhaps  rebasing 
in Singapore where he al- 
ready spends much of the 
time. 

In the current climate of 
economic restraint, this is not 
the only question being 
raised about CRMI. Local 
economists are amazed at 
the government's insensitiv- 
ity — some would even say 
hypocrisy — in arguing that 
it had to raise domestic elec- 
tricity tariffs by 25% because 
it was unable to subsidise a 
state company, while the 
CRMI loan is tantamount to 
the subsidisation of a private 
company. 

The glaring inconsistency in economic 
management represented by the CRMI case 
is thought not to have been supported by 
senior economic ministers. One local 
economist, noting Liem's close connections 
with President Suharto, believes the deci- 
sion was taken "at the very top.” | E 
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INVISIBLE HAND 


Who's crisis is it anyway? 


n almighty row is brewing over the 
question of developing country 
debt relief — one which threatens 
to embroil not only central players 
such as the Philippines, but in time debtors 
such as Indonesia and possibly others in 
Asia too. The issues involved are as much 
political as economic and thus fraught with 
all sorts of unexpected dangers. 

The annual summit meeting of leaders 
from the world's seven biggest industrial na- 
tons due to be held in July will provide the 
battleground, with the US and Japan 
struggling for supremacy in debt initiative 
while dissident European countries look on. 

The catalyst for all this squabbling was 
the suggestion put forward in March by US 
Treasury Secretary Nicholas Brady that the 
IMF and the World Bank should be prepared 
to use their financial resources to help re- 
duce developing country debt, or at least to 
relieve debtor countries's crippling interest 
burdens. 

The idea was laudable in that it promised 
to break the longstanding deadlock over 
where new money is going to come from. 
But it has precipitated an avalanche of criti- 
cism and controversy, which maybe only Ja- 
panese liquidity can halt. 

From Europe the immediate reaction 
was that the Brady plan represented an un- 
acceptable shift of the debt burden from the 
private sector (banks) to the public sector 
(via the publicly funded IMF and World 
Bank). But behind this worry was a much 
more strategic concern. 

Europeans suspect that Washington is 
pursuing its own strategic interests under 
the cover of the Brady plan — and using 
everyone else’s money to pay for it. Which, 
it is asked, are the two countries most likely 
to benefit immediately from a public bale- 
out of commercial bank debt? Answer, 
Mexico and the Philippines — in that order. 

Which two countries are of vital political/ 
strategic interest to Washington — one shar- 
ing a geographical and economic border 
with the US and the other providing a base 
for regional military supremacy in Asia? No 
prizes for guessing the answer. 

France, always suspicious of US motives, 
is trying to undermine the Brady initiative 
(and achieve wider economic ambitions at 
the same time) by putting up the (president 
Francois) Mitterrand Plan for a new alloca- 
tion of IMF Special Drawing Rights (SDRs) as 
an alternative. 

A new issue of this IMF fiat money 
would boost debtor-country reserves so 
they could buy foreign-currency debt at a 
discount in the secondary market. And, it 
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would reduce the international role of the 
US dollar — something Paris has long 
yearned for. 

Japan, meanwhile, has ideas of its own 
about how the debt situation should be 
tackled. The so-called Miyazawa Plan envis- 
ages, instead of a new SDR allocation, that a 
trust fund be set up under the aegis of the 
IMF to which debtor countries and Japan 
would contribute reserves to provide collat- 
eral for new debt issued in exchange for old. 

There are doubts about how effective this 
would be, judging from Mexico’s experi- 
ence. Mexico managed to cut its debt by a 
nominal US$1.1 billion under a new-debt- 
for-old scheme, but the actual savings in in- 
terest payments was only US$18 million a 
year because the new debt carried a signifi- 
cantly higher interest rate than the old. 

At least, though, the Miyazawa Plan — 
like the rival Sumita Plan, which would pro- 
vide Japanese loans in parallel with any new 
funds the IMF or World Bank lend to highly 
indebted countries — means that Tokyo 
puts its own money up front. Neither the 
US nor the French schemes does that. 

The squabbling, unfortunately, is not 
simply among different countries. Some 
banks argue that if the IMF or World Bank 
supports the purchase of their outstanding 
loans at, say, a 50% discount then whoever 
buys the debt will get a subsidised invest- 
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ment yielding twice the original return on its 
nominal value — always supposing the 
debtor honours the debt. This is galling for 
banks which have had to provision heavily 
from profits elsewhere against these debts. 
The mechanics of debt reduction are far 
from clear. Neither is the form which 
Brady’s reliefs will take — cash buybacks, 
debt-for-debt swaps, debt-equity swaps, 
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exit bonds, or a combination of all four. 

The IMF Interim Committee, meeting 
early in April, supported the principle of 
debt reduction, and showed a willingness to 
examine interest-rate relief. But it will be left 
to a joint task force of the Fund and the Bank 
to work out a detailed mode of operation. 

Meanwhile, a "queue" of debtor nations 
is forming in expectation of a hand-out. The 
Philippines is apparently second in the 
queue behind Venezuela. 

Supporters of debt reduction techniques 
find appealing the idea that they take the 
foreign debt debate partly "outside the 
boundaries of corruption" by introducing 
outside institutions into the game. This 
especially appeals in the case of those coun- 
tries not always renowned for the integrity 
of their public finances. 

In the Philippines as much as in Latin 
America, past corruption in high places cer- 
tainly made many commercial banks reluc- 
tant to support the (former US Treasury sec- 
retary James) Baker Plan and pour 
money after bad (as they saw it) in order to 
keep debtor countries going. 

This is a delicate matter which banks do 
not like discussing in public. So too is the 
question of flight capital from debtor coun- 
tries. Secretary Brady was the first to ac- 
knowledge publicly that, in many cases, 
capital flight has been bigger than a coun- 
trys outstanding debt. Shades again of 
Latin America and the Philippines, where 
flight money is still only trickling back. 

An equally delicate matter — one which 
IMF officials express private concern over — 
is how far debt reduction schemes might hit 
countries "at the margin of market access." 
Indonesia is mentioned as an obvious exam- 
ple. 

The worry is that when countries which 
are not yet in repayment difficulties see 
those who do default being bailed out — 
through debt buybacks or whatever — they 
will have little incentive to carry on playing 
by the rules. This is called "more hazard." 
Banks will anticipate this risk by simply re- 
fusing to lend more, thus making them 
"sub-marginal." 

Those of a machiavellian bent might see 
in the Brady Plan a clever device simply to 
push back up the secondary-market value of 
developing country debt. Credit worthiness 
would thereby be restored and the Baker 
Plan objective of bringing commercial banks 
back into the new lending game would be 
achieved. Whatever the reality, the Brady 
scheme is clearly more than the benevolent 
dip into the public purse it first appeared to 
be. Anthony Rowley 
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COMPANIES 


Australian failures linked to Malaysian businessman 


Man with a past 


By Nick Seaward in Kuala Lumpur 
and Michael Malik in Sydney 


string of related company failures 
A in Australia involving Malaysian 

lawyer-turned-businessman, Yap 
Chor Kian, has raised questions as to his 
connection with publicly listed company, 
Chocolate Products (Malaysia). Brokers 
who are familiar with Yap's involvement 
with two securities firms in the mid-1970s 
daim there is a pattern to his business 
methods which should have alerted the reg- 
ulatory authorities in Australia earlier to the 
possibility of problems. 

Yap, 41, is believed by provisional 
liquidators to be the ultimate owner of seven 
companies which have either gone bust or 
been suspended from trading in Australia 
and New Zealand in recent months. These 
include Sydney-based Deposit and Invest- 
ment Co., which went into receivership on 
14 February. Deposit and Investment is 
14.9% owned by Chocolate Products (HK), 
a 45.45% associate of Chocolate Products 
(Malaysia). 

The managing director of Chocolate Pro- 
ducts (Malaysia), Joe Lim, told the REVIEW 
that there was no official relationship be- 
tween his company and Yap and added that 
he did not think Yap was a shareholder. 
When asked whether it was true that Yap 
was an unofficial adviser to the company 
during its financial restructuring last year, 
Lim replied that he only knew Yap socially: 
"We have lunch or dinner and we do talk 
about things from time to time." He added 
that his company wrote off its investment in 
the Hongkong associate two years ago. 

There is, however, additional evidence 
of links between Yap and Chocolate Pro- 
ducts (Malaysia). A partner in Baker Mac- 
Kenzie's Sydney office, N. Raj Logaraj, was 
appointed a director of the company in Au- 
gust last year. Logaraj was a director of an 
Australian company Oranam, which is the 
indirect owner of 42.5% of Sunmark Corp., 
a Yap-controlled finance and property com- 
pany listed on the Perth Stock Exchange's 
second board. 

(Logaraj told the REVIEW that he was not 
aware of any links between Yap and Choco- 
late Products [Malaysia] but said that Yap 
may be a shareholder. He said his own in- 
volvement stemmed from his aquaintance 
with Lim, and from the fact that Baker Mac- 
Kenzie acted for Yap in his legal affairs until 
recently and is still owed outstanding fees 
by him.) 

Despite repeated attempts to contact him 


in various locations, Yap could not be 
reached for comment. However, a broker 
who knows Yap told the REVIEW this was 
not unusual: "He is one of those guys who 
tends to live in a Boeing. You are always 
about 10 minutes behind him," the broker 
added. 

According to former business colleagues, 
Yap is a frenetic wheeler-dealer who pays 
scant attention to documentation. He 
started his business career as the No. 2 man 
in the Kuala Lumpur office of London 
brokerage Lawrence Prust, where — ac- 
cording to one of his contemporaries — he 
proved to be "a superb trainee: fairly well 
connected, quick on the uptake and very 
good as long as one controlled him." 

However, it seems that his next two 
stockbroking employers had reason to re- 
gret having taken him on. Both Zorn & 
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creating a false market in the shares of Pacific 
Development Credit (PDC — later to be re- 
named MBf Holdings) in conjunction with 
Lee Tak Suan of OSK & Partners in August 
1977. 

It was found that 52 transactions in PDC 
shares between the two firms were for 
financing purposes only and did not consti- 
tute an attempt to mislead the market. ° 

No charges have been levelled against 
Yap over the failure of the Australian com- 
panies. 

However, the Western Australia Cor- 
porate Affairs Department is investigating 
some of Yap’s Perth-based companies. Two 
of these are Sceptre International and 
Sceptre Management Services, both of 
which have had provisional liquidators ap- 
pointed. Sceptre International voluntarily 
ceased trading on 22 March after the depart- 
ment questioned its liquidity. 

Sceptre International is 5%-owned and 
Sceptre Management Services 30%-owned 
by Sunmark Corp., which was suspended 
from trading by the Perth Stock Exchange 
on 23 March after “repeated attempts” had 
failed to gain answers to questions over 
inter-company loans with its associate Sun 
Sovereign, a company dealing in the unoffi- 


STE m EN "ur d ae ve 1 a 
~ oe le ^ N e i as i 
"s " Pe x T 2$ > ti e“ a A PN > P a >: 7 
E = " »: 3 Y 


"x "S 
I5 Wm 


EN! 


Yap; Perth financial district: pattern to his business methods. 


Leigh-Hunt in London and Kuala Lumpur's 
Charles Bradburne & Co. (1930) had to ab- 
sorb losses after discretionary accounts op- 
erated by Yap were found to be owed sub- 
stantial sums by holders who could not be 
traced. 

According to a manager of Zorn & Leigh- 
Hunt, the company pursued Yap for pay- 
ment of the outstanding monies after his re- 
turn to Kuala Lumpur, where he had per- 
suaded the owners to give him a free hand 
at Charles Bradburne, and managed to ex- 
tract a partial restitution. "We wrote off less 
than £10,000 [US$17,094]," a former Zorn & 
Leigh-Hunt colleague said, but Charles 
Bradburne was not so lucky. A broker famil- 
iar with the affair said that the hole in its ac- 
counts ran into the millions of ringgit. 

In 1979, Yap was acquitted in the Kuala 
Lumpur Sessions Court on three charges of 
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cial money market with offices in Perth, 
Melbourne and Sydney. 

Sun Sovereign is controlled by New 
South Wales-registered Askrigg Pty Ltd, 
which applied to be put into provisional 
liquidation on 20 March "due to its inability 
to meet current liabilities." On 14 February, 
Yap's Sydney-based Deposit and Invest- 
ment went into receivership. 

Deposit and Investment is reported to be 
the ultimate owner of New Zealand com- 
pany Crown Finance, which went into re- 
ceivership the same week as Askrigg. 

Yap is reputed to have had close connec- 
tions with another Australian-based Malay- 
sian entrepreneur, Lee Ming Tee. It is be- 
lieved the two fell out last year but one of the 
provisional liquidators has confirmed that at 
least one of the Yap companies still has a 
stake in a Lee vehicle. * 
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Japan thinks fast 


ast week NEC announced that it 
had developed the world's fastest 
supercomputer. Commentary on 
the Japanese firm's claim has fo- 
. cused on the challenge it represents to US 
. dominance of the supercomputer industry. 
But the key issue with supercomputers is 
not so much who makes them, as who uses 
them. And here, it would appear that Japan 
is rapidly overtaking the US. 

The forte of the supercomputer is 
simulating complex shapes and processes, 
like the flow of air over a wing. Until recent- 
ly, the big machines used to spew out the re- 
sults of their simulations in the form of hard- 
to-decipher lists of data. In the past few 
. years, however, rapid progress in graphics 
software has begun to enable supercompu- 
ter output in the form of colourful images on 
high-resolution screens. 

In addition to showing designers what 
their ideas look like, such simulations can 
also accurately predict how the designs will 
perform in the real world. And, because 
they are interactive, simulations allow the 
designer to make on-the-spot variations and 
improvements. Supercomputers are thus a 
crucial tool for improving competitiveness, 
since they offer firms the ability to design 
products faster and better, and sell them 

cheaper. 
. Cash-rich Japanese companies are in- 
creasingly eager to exploit this potential. In 
the past five years, around 150 supercom- 
puters have been sold in Japan — around a 
third of total installations worldwide — 
many of them to the private sector. 

Most, if not all, Japanese gar makers 
now have one supercomputer, Mitsubishi 
Motors being the latest to announce a pur- 
chase, and Toyota and Nissan each have 
two. Next will come their suppliers, big 
firms such as Aisin Seiki and Nippon Denso 
of the Toyota group known for their aggres- 
sive spending on research and develop- 
ment. 

Other enthusiastic purchasers of super- 
computers include steel companies, drug 
firms and the electronics firms themselves. 
The latest to join the club are Japanese sec- 
urities firms, with four companies including 
Yamaichi and Daiwa reportedly ordering 
machines. 

These firms plan to use their new acquisi- 
tions to beef up transaction processing, in- 
vestment analysis and the development of 
new financial products. Japanese banks can 
be expected to follow the lead of Yamaichi 
and the rest. 

The Japanese market for supercomput- 
ers is now growing at a rate approaching 
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30% annually. Over the next four years, NEC 
says that it expects to sell 120 of its new 
machines, two thirds of them domestically, 
60% to the private sector. 

Although the US market for supercom- 
puters is also growing rapidly, the bulk of 
demand is still from universities and gov- 
ernment rather than industry. “Except for a 
handful of aerospace, petroleum and au- 
tomobile companies," lamented a report in 
February's edition of Scientific American, "US 
industry has approached supercomputers 
with more caution than enthusiasm." Of 50 
orders in the first 11 months of 1988 for 
machines by the market leader, the US 
specialist maker Cray Research, only four or 
five were from US companies. 

Much has been made of the continuing 
technological superiority of the products of 
US supercomputer manufacturers, espe- 
cially Cray, over their Japanese rivals 
(which, in addition to NEC, include Fujitsu 
and Hitachi). In particu 
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Nissan snaps up supercomputers. 


nouncement of the latest NEC machine, all 
Japanese supercomputers have been based 
on single processors, whereas US ones typi- 
cally run four or eight. 

Multiprocessor systems — which chop 
programmes up and process the results in 
parallel — suit the kinds of computation that 
US users, especially those involved in aero- 
space and weapons research, need to per- 
form. In Japan, by contrast, points out 
Hideo Yoshihara, a former Boeing scientist 
who now tracks Japanese supercomputer 
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developments for the US Government, "the 
number of users performing large-scale 
computation is significantly less than the US 
and the fast single [processor] machines are 
sufficient, at least for [Japan's] immediate re- 
quirements." 

A more serious criticism of the Japanese 
makers is their lack of adequate software. 
Cray's undisputed lead in this area is un- 
doubtedly the reason that the company has 
managed to succeed in Japan despite its his- 
torically poor coverage of Japanese custom- 
ers (until last April, Cray reportedly had just 
one salesman in its Japanese office). 

But an ominous portent for the future is 
that Cray has yet to sell a single machine to a 
Japanese university. The reason is that com- 
puter makers, seeking to accustom fledg- 
ling engineers to using their products, more 
or less give their supercomputers away to 
universities. Although by no means con- 
fined to Japan, this practice is one in which a - 
relatively small company like Cray cannot 
afford to indulge. 

Getting university researchers used to 
working with supercomputers and train- 
ing them how to use the machines effec- 
tively is becoming increasingly important for 
improving industrial competitiveness. 
Here, too, Japan seems to be doing better 
than the US. 

In a recent panel discussion on the sub- 
ject sponsored by the Institute of Electrical 
and Electronic Engineers, Carl Ledbetter of 
Control Data Corp., whose subsidiary ETA 
Systems is the other main US maker of 
supercomputers, claimed that “Japan is the 
leader in that they have nearly twice as 
much supercomputer power installed in 
their universities for a student and faculty 
population one-sixth the size of that in the 
US.” 

The panel concluded that, despite the 
much longer presence of the US in the 
supercomputer field, “Japan is clearly ahead 
on applying the machines and creating fer- 
tile environments for them. And the US ar- 
chitectural superiority is no longer obvious, 
thanks to strong entries from Fujitsu, 
Hitachi and NEC." 

Another panel member, Danny Hillis, 
the visionary founder of Thinking 
Machines, a company which makes parallel 
processing supercomputers, has said that 
“computation should be like electricity — 
you plug into the wall and use as much of it 
as you need whenever you need it.” Japan's 
rapid deployment of supercomputing re- 
sources seems to indicate that Japanese in- 
dustry agrees with Hillis' prescription. 

m Bob Johnstone 
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Vietnam is mobilising international resources to salvage its economy 


The toughest battle 





By Murray Hiebert in Hanoi 





fter a decade of international con- 

demnation which effectively drove 

Vietnam from the world economy, 

prospects of a Cambodian settle- 
ment this year have also raised hopes that 
foreign interest, combined with an ideologi- 
cal turnaround, can help Vietnam win its 
toughest battle — the battle for develop- 
ment. 

Foreign businessmen are positioning 
themselves to exploit the opportunities in 
the upsurge of aid and investment that 
peace will bring. Indeed the prospect of 
doing good business in Indochina has been 
a major factor in shifting Asean, and particu- 
larly Thai, policies towards accommodation 
with Vietnam. 

But how far are the hopes that peace 
brings likely to be fulfilled? What are the 
signs that Vietnam can overcome the for- 
midable array of problems that its turbulent 
history has left? And can Vietnam — one of 
the world's poorest countries — mobilise 
sufficient national, international, political 
and financial resources to fulfil its hopes of 
development and prosperity? | 

Vietnam has paid dearly for its 10-year 
occupation of Cambodia, even though its 
Soviet ally supplied most of the military 
hardward involved. "The last decade has 
been terrible," one Hanoi-based diplomat 
said. The Vietnamese "now accept that they 
have been economically defeated during the 
last 10 years because of what they did in 
Cambodia." 

The last 50-70,000 troops are scheduled 
to be out of Cambodia by September. They 
will attempt to reintegrate into an economy 
suffering from acute food shortages, particu- 
larly in the north, and inflation which the 
most optimistic official figures put at about 
10% a month, but which many observers be- 
lieve could be as high as 700% a year. Un- 
employment runs at 20% in most urban 
areas, and the population is growing by 1 
milion a year. Most factories produce at 
only half capacity because of shortages. 

These are not the least of Vietnam's prob- 
lems. It is institutionally isolated; it has prob- 
lems paying its debts; its infrastructure 
needs at least US$10 billion spent on it, ac- 
cording to one UN official; its population is 
poorly educated, and it has little access to 
technology. 

Domestically, it is far from certain that it 
has the administrative competence to 
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capitalise on the profound ideological 
changes that have taken place in the past 
few years. The changes were heralded by 
the 6th congress of the Vietnamese Com- 
munist Party in 1986, which decided to re- 
place Soviet-style central planning with a 
market economy that encourages private 
business and foreign investment. Party 
leaders also decided to shift investment 
away from heavy industry towards agricul- 
ture and the production of consumer goods 
and exports. 

The road since then has not been 
smooth, and for several months early last 
year, it appeared as if the reforms might fail. 
Two economic disasters — famine in a 
dozen northern provinces and runaway in- 
flation — nearly led to total economic col- 
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lapse. Pessimists pondered the frightening 
possibility that despite all the changes, Viet- 
nam might simply possess no comparative 
advantage which could form the basis of 
growth. But by the closing months of the 
year the reforms had started to take hold 
and the economy to make a few gains. 
"There's an ideological earthquake in 
Vietnam," notes an economic adviser to 
party leader Nguyen Van Linh, who de- 
clined to be named. “Of course there's re- 
sistance, particularly from people who 
aren't able to understand the reforms 
theoretically. But there isn't organised resist- 
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ance like in the Soviet Union,” he said. 

And foreign observers in Vietnam, many 
of whom were pessimistic about Vietnam’s 
progress six months ago, are more optimis- 
tic today. “Things are beginning to happen 
now,” noted one Western diplomat in 
Hanoi. "You're starting to see the first signs 
of real evolution. I’m tempted to be more op- 
timistic." 

The prospects for trade, aid, and inward 
investment, are beginning to look brighter. 
Not only are an increasing number of trade 
delegations arriving in Hanoi and Ho Chi 
Mihn City, but the IMF, World Bank, and the 
Asian Development Bank (ADB) are also 
making plans. Foreign businessmen, parti- 
cularly from Thailand and Japan, but also 
from Taiwan, South Korea, India, Indonesia, 
Australia and the Philippines, are signing 
contracts and developing businesses. 

A visitor returning to Vietnam after an 
absence of several months is surprised at the 
sudden upsurge in economic activity. 
Thousands of new small private enterprises 
and shops selling a greater variety of im- 
ported and locally produced goods have 
sprung up in Hanoi and Ho Chi Minh City 
since late last year. In Ho Chi Minh City 
alone, more than 700 gold shops have 
opened since private gold trading was 
legalised a few months ago. 


fficials at the state planning com- 

mission's institute for long-term 

strategic planning say they are just 

beginning work on a long-term 
development strategy which they hope to 
present to the Council of Ministers next 
year. "Right now we only have tendancies 
and direction," said its director, Tran 
Phuong. 

"Our priorities will depend on the bene- 
fits of those coming," Phuong said, referring 
to possible investors and aid donors. 
"Where do they want to invest? We're ready 
to open all areas, including the exploitation 
of minerals," he said. "Our plan is to deve- 
lop Vietnam by getting integrated into the 
world economy. We hope to develop light 
industry, heavy industry, and labour-inten- 
sive industry to push up our exports. Viet- 
nam's development will depend on both ex- 
ports and foreign aid," he said. 

The prospects for increased foreign aid 
after withdrawal from Cambodia seem 
good. Multilateral funding institutions ap- 
pear to be accelerating their lending plans 
and brushing up their databases on the 
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country. The ADB’s economic 
reconnaissance mission to Viet- 
nam in April completed a study 
focusing on Vietnam’s agricul- 
ture and transport sectors. The 
ADB is also drafting an assess- 
ment of Vietnam’s economy 
based on previously unre- 
leased figures provided by the 
authorities. 

ADB programmes director 
Ronald Skeats says: “We 
would like to resume lending, 
and the portents are rather 
positive as soon as this percep- 
tion is shared among all ADB 
member countries.” 

Vietnam’s relationship with 
the IMF is rather more compli- 


room for optimism. Hanoi 
needs to mend its relations 
with the IMF, which suspended aid in 1985 
when Vietnam defaulted on its overdue 
loans. Most economists believe its old debts 
will have to be settled before the IMF will re- 
lease new funds, and before it will be able to 
attract significant investment, credit and 
technology from the West. But despite the 
difficulties, the IMF is involved in Hanoi, and 
has scheduled a country mission for May. 
Meanwhile, the World Bank too is prepar- 
ing to send an economic mission, according 
to ADB officials. 

Asian countries such as Japan, which 
have indicated that they will be providing 
aid, are nevertheless waiting for the shape of 
the Cambodian settlement to become clear 
before detailing plans. Much hinges on this 
question. “If the solution is satisfactory, then 
the foreign aid and loans could be very 
large,” says one Asian diplomat whose 
country could support sizeable aid projects. 
“But if the solution is very evasive, then aid 
may not start so easily.” 

In addition, UN organisations, which the 
Vietnamese estimate provide about US$100 
million in assistance a year, are expected to 
step up their aid. 

Perhaps more important is the initial 
response by foreign businessmen to Viet- 
nam’s new foreign investment code. 
Since June 1988, the Ministry of Foreign 
Economic relations has granted 48 invest- 
ment licences, involving foreign capital 
worth US$450 million, according to Do 
Huong Phu, director of the ministry’s de- 
partment of foreign investment manage- 
ment. "We've had good results, especially 
considering we've only had the law for one 
year," he said. 

Out of the 48 licences, 43 have been 
granted to companies investing in the 
former capitalist south, including 11 in Ho 
Chi Minh City. One trend has been invest- 
ment by the overseas Vietnamese — 11 of 
the licences have been granted to them. 

The lion's share of recent investment 
capital — roughly US$240 million — has 
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been invested in offshore oil and gas explo- 
ration. During the past year, Hanoi has 
signed long-term exploration agreements 
with Hydrocarbons India, Shell of the 
Netherlands, Petrofina of Belgium, Total of 
France and British. Petroleum. Vietnam 
signed an oil exploration agreement with 
the Soviet Union in 1981. 

In addition, on 15 April, Vietnam signed 
a new oil-exploration agreement with a 
French-British consortium involving Bri- 
tain's Enterprise Oil. 

These contracts involved 10 exploration 
blocks, ranging in size from 4-7,000 km2, but 
Vietnam has another 20 "geologically attrac- 





Vietnam's trade partners 











|__| Convertible area E] Non-convertible area* 


*The value of Soviet bloc trade in roubles is converted at parity 
with US dollar Source: Review Data 


FAR EASTERN ECONOMIC REVIEW 





ONVL AGONY 


tive" blocks which are mot 
affected by territorial disputes 
with Vietnam’s neighbours. 
Dao Duy Chu, managing direc- 
tor of the Vietnam Oil and 
Gas Co., says negotiations are 
also under way with Pet- 
roCanada and a Swedish com- 
pany. BP Australia has signed 
an exploratory deal, and 
BHP has discussed oil, with 
BHP Engineering discussing 
possible coal and steel 
deals. 

Thailand’s entrepreneurs, 
eager for new markets close 
to home, are heading for 
Vietnam in increasing num- 
bers, spurred on by Prime 
Minister Chatichai Choonha- 
van, who vowed soon after tak- 
ing office in July 1988, to turn 
Indochina from a battlefield into a mar- 
ketplace. 

Realistic trade figures are difficult to ob- 
tain, but according to the Thai Customs De- 
partment, Thai imports from Vietnam for 
January-September 1988 totalled Baht 295 
million (US$11.6 million), compared with 
exports of Baht 104 million. This is a turn- 
around compared with 1987, when Thai ex- 
ports to Vietnam exceeded imports, with ex- 
ports valued at Baht 111.5 million, and im- 
ports at Baht 74.7 million. 

One Thai, representing a large trading 
and shipping concern, explained that he 
had been to Vietnam four time over the past 
year, and was about to go a fifth time. His 
company had bought cow and buffalo 
hides, rattan poles, joss sticks and other 
products worth US$8.5 million over the 
year, and some of this had been paid for in a 
barter arrangement with a state enterprise in 
Ho Chi Minh City. 

Most Thai trade tends to go through 
Ho Chi Minh City rather than Hanoi. 
The Vietnamese were importing mainly 
cement, paint, cassette tapes and sanitary 
ware. 

The trader expected to return to Vietnam 
in May with more than 100 Thai traders, in- 
vestors and construction company repre- 
sentatives, in a trip organised by the Thai 
Board of Trade. But trading is not necessar- 
ily easy — prices of goods tend still to be out 
of line with prices on the world market, and 
the Thais feel that too many traders from va- 
rious countries were going after the same 
things, namely marine products, timber 
and rubber. In addition, currency difficul- 
ties, and the fact that letters of credit taken 
out with Vietnamese banks will not be 
guaranteed by Thai and foreign banks based 
in Bangkok, also make life difficult. 

"The Vietnamese know what business is 
all about," commented a Bangkok-based 
banker. "There is a real wish there to do 
business — but they are a little unsure of 
how to go about it." 5 
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Overseas investment sought to rebuild industry 


Looking outward 


ietnam's industry is in a mess, but of- 

\ ! ficials are upbeat about the initial re- 

sponse to their new foreign invest- 

ment code, and certainly foreign interest is 

there — some 3,000 foreign businessmen 

were lured to Vietnam last year by its rich 

natural resources and huge potential market 
for consumer goods. 

A 1988 UN study on industry, which ac- 
counts for 2876 of Vietnam's national income 
and engages 11% of the labour force, found 
that many factories produce at only 40-50% 
of capacity because of outdated equipment, 
shortages of raw materials, spare parts and 
energy, poor management, and the coun- 
try's infrastructural problems. 

But the recent reforms appear to have 
gradually pulled industrial production out 
of its nosedive, and last year industrial out- 
put rose an estimated 9%. 

Since last June, US$350 million worth of 
capital has flowed into Vietnamese indus- 
try, in the form of either direct foreign in- 
vestment, or joint ventures, according to the 
Ministry of Foreign Economic Relations. 

The greatest attraction has been oil explo- 
ration, with mostly Western oil companies 
paying US$240 million for drilling and ex- 
ploration rights. 

The second-largest share of foreign capi- 
tal is invested in fishing, shrimp cultivation 
and seafood processing, particularly in the 
south, said Do Huong Phu of the Depart- 
ment of Foreign Investment Management. 
Contracts have been signed with a Soviet 
company, two Thai firms and a Taiwan 
company. 

Light industry and processing is the third 
field in which foreign companies are in- 
terested. Scavie of France, Agour from 
Canada and Thai Hinh Long of Singapore 
are involved in garment making, a Hong- 
kong firm is processing leather in the 
Mekong delta, a South Korean company is 
making socks, and a Taiwan company is 
producing latex. Vietnamese officials hope 
light industry will generate 400,000 new jobs 
annually until the year 2000. 

The fourth area of foreign investment is 
tourism. A West German company and 
Canam Trimex Inc. of Canada are building 
hotels in Ho Chi Minh City and the south- 
ern port city of Vung Tau. Pullman Interna- 
tional is refurbishing the Thong Nhat Hotel 
in Hanoi. Japanese property company EIE 
Development is reportedly aiming to build a 
hotel in Ho Chi Minh City. Several Hong- 
kong firms are investing in tourist transport 
and a Thai company has set up a restaurant. 

The most surprising licence granted so 
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far was to a French company which is plan- 
ning to set up communist Vietnam's first 
profit-making hospital. Another firm has 
applied to build a Disneyland-style enter- 
tainment centre in Ho Chi Minh City. 
Foreign companies are also exploring the 
possibility of exploiting natural resources, 
but apart from oil, no contracts have been 
signed so far. Phu said companies from 
Australia and the Philippines are exploring 
the possibilities for mining coal, chromite, 
gold and rubies, while some Thai firms are 
looking at logging opportunities. A few Ja- 
panese companies have explored the possi- 
bility of processing bauxite into aluminium. 
Vietnam recently granted licences to two 
French banks — Banque Francaise du Com- 
merce Exterieur and Banque Indosuez — to 


Capital goods dominate imports 





open offices in Ho Chi Minh City. These of- 
fices will reportedly act as extentions of their 
Singapore branches to open letters of credit 
and coordinate the work of foreign invest- 
ors. 
In addition, mid-way through last year, 
Indonesia's Astra group, through its affiliate 
PT Summa International, set up a joint ven- 
ture with Ho Chi Minh City government 
holding company Imexco. This has flo- 
wered into Vietnamvs first private joint-ven- 
ture banking project. Its business will in- 
volve issuing letters of credit to facilitate 
trade and handling some of the estimated 
US$200 million in annual remittances from 
overseas Vietnamese. 

Businessmen are also nervous about 
how Vietnam will implement its investment 
laws. "Hanoi has a new investment code, 


FAR EASTERN ECONOMIC REVIEW 


ONVL AGONY 





but nobody knows how to implement it,” 
noted an Asian diplomat who monitors his 
country’s busihess dealings with Vietnam. 
“And the written rules aren’t the practised 
rules, so it will take some time till we know 
how they'll handle specific cases.” Phu said 
Hanoi will complete writing its investment 
by-laws by the middle of the year. 

A UN official in Hanoi, however, . is 
bluntly critical. “Foreign investment is a 
mess in Hanoi,” he says. “They’ve scared a 
lot of companies away by not clarifying how 
profits will be repatriated or whether they 
can pay their workers directly.” He also be- 
lieves Vietnam has been too “greedy” in 
charging foreign companies for expenses in 
Vietnam. He cited the example of Shell 
being asked to pay US$28,000 a month to 
rent a villa for office space. 

In an attempt to ease the impact of the 
country’s crippled infrastructure, Vietnam is 
planning several export-processing zones. 
The first is being prepared in Thu Tiem dis- 
trict, a southern suburb of Ho Chi Minh City 
near the Saigon River. Nguyen Van Tung, 
deputy director of Ho Chi Minh City's Com- 
mission of External Economic Relations, 
said the city is building roads, stringing up 
electrical lines and filling in a swamp, and he 
hopes the first 20 ha will be ready by the end 
of the year. 

50 far, no foreign companies have agreed 
to invest in it. Other processing zones in the 
port cities of Haiphong in the north and 
Danang in the centre, are being planned. 

Although some investors are setting up 
new light industrial plants to produce gar- 
ments or assemble electronic components, 
few businessmen are interested in helping 
develop Vietnam's crippled and capital- 
starved heavy industry sector. A UN report 
says: "Existing production capacities are so 
inefficient that plants have large deficits and 
swallow a large part of the country's availa- 
ble investible resources. It is evident that 
both quality-wise and cost-wise a major part 
of industrial production is not competitive." 

Japanese firms are Vietnam's largest 
non-communist trading partners but they 
have been reluctant to invest, at least in part 
due to fear of angering the US. 

Two years ago, Honda was forced to 
abandon plans to assemble motorcycles in 
Ho Chi Minh City because of protests from 
the US and Asean. Other Japanese com- 
panies preparing projects were Toyota, and 
Tokyo Sogo Bank — Japan's largest mutual 
bank. Their plans now appear frozen. 

Yet many Japanese companies have 
representatives living in Hanoi and Ho Chi 
Minh City, who maintain regular contacts 
with Vietnamese officials and enterprises. 
When the US embargo is lifted, it is expected 
that Japanese investment will be led by 
smaller Japanese companies looking to use 
cheap, disciplined Vietnamese labour to 
produce clothing, and assemble motocycles, 
agricultural machinery and electrical goods. 

B Murray Hiebert 
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Western donor countries in no hurry to help 


Aid waits for peace 








By Review Correspondents 

ith massive aid, Vietnam can de- 
Ws its economy at a much 
quicker pace, so we're considering 
two options for our development strategy. 
One assumes foreign aid, while the other as- 
sumes little foreign aid," Tran Phuong, di- 
rector of the state planning commission's in- 
stitute for long-term strategic planning, said. 
"With foreign aid, it will take 20 years for 
Vietnam to be a fairly developed industrial 
country." 

Two major obstacles remain — the Cam- 
bodia settlement and Vietnam’s relationship 
with the IMF. Until both are satisfactorily re- 
solved, major aid donor countries are ex- 
pected to remain sitting on their hands. So 
far, no major donors have revealed their 
plans. 

The IMF suspended aid in 1985 when 
Vietnam defaulted on its overdue loans. 
Most economists believe Vietnam will have 
to settle its IMF debts and become eligible for 
new funds before it can attract significant in- 
vestment, credit and technology from the 
West. 

To restore its standing, the IMF has told 
Vietnam that it must reschedule its debt — 
about US$130 million according to the State 
Bank of Vietnam — and introduce a "com- 
prehensive economic adjustment program- 
me" to stabilise the country's economy. In 
1987 the IMF agreed to help Vietnam arrange 
foreign loans to cover two-thirds of the 
country's arrears, if Hanoi first paid the re- 
maining third from its own resources. So 
far, Vietnam has not found the US$40 mil- 
lion needed, despite several reports that the 
funds had been raised. 

But in early March, Vietnam repaid SDR 
6.95 million (US$9 million), which covered 
the country's interest due between January 
and 13 May this year. Nguyen Cong Hai, 
deputy director of the foreign department of 
the State Bank of Vietnam, said this pay- 
ment was made under the terms of the "in- 
tense collaborative approach" — a program- 
me adopted by the IMF and World Bank last 
September which called on Hanoi to put its 
economic affairs in order and to keep up in- 
terest payments to avoid slipping deeper 
into debt. 

When an IMF team visited Hanoi in Janu- 
ary, it gave 19 recommendations for stabilis- 
ing the country's economy. Eastern bloc 
diplomats say the recommendations are 
similar to those put forward by the Soviet 
Union. 

Another IMF mission is scheduled to visit 
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Hanoi in May or June to help design a three- 
year, medium-term programme to stabilise 
the Vietnamese economy, Hai said. This 
programme will include a new attempt to 
set up a support group to help Vietnam 
repay its outstanding IMF debt. 

Whether the ADB and the World Bank re- 
sume their aid depends on the nature of the 
Cambodia settlement. Despite the ADB's fre- 
quent missions to Vietnam in recent years, it 
lags behind the World Bank, partly because 
it has to look over its shoulder at not only 
Washington, but also Asean. 

The World Bank, which gave Vietnam a 
US$60 million loan for an irrigation project in 
1978, suspended its assistance the following 
year under US pressure. Once Vietnam is 
out of Cambodia, it should be eligible for 
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concessionary loans from the World Bank's 
International Development Agency. 

Eastern bloc countries will undoubtedly 
continue their aid, though perhaps at a 
slightly lower level, in part because of com- 
plaints about Vietnam's inefficient use of 
their assistance. Communist diplomats in 
Hanoi report that negotiations will begin in 
April on economic cooperation between 
Eastern Europe and Vietnam during the 
next five-year plan beginning in 1991. 

"In the future, we're going to give our aid 
to localities and enterprises," one East Euro- 
pean diplomat said. "We'll no longer give it 
to the central government," he said, imply- 
ing that much socialist aid had been lost 
when distributed at this level. Soviet eco- 
nomic aid to Vietnam during the current 
five-year plan is Rbl 8-9 billion (US$12.7-14.3 
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billion), according to Soviet and Vietnamese 
sources. Aid to major projects nearing com- 
pletion will continue, but there is unlikely to 
be a repeat of the large increase in aid of the 
1986-90 plan. 

There are signs, too, that Soviet experts 
want to attract third parties to invest in some 
of their projects. During the March visit of a 
Philippines trade delegation to Moscow, the 
Soviets suggested informally that the 
Filipinos take over some of their Vietnamese 
projects. 

The Vietnamese hope for aid from the 
US, but most seem resigned to the fact that 
Washington probably will give them little. 
The US imposed a trade embargo and re- 
stricted even private American aid at the 
end of the Vietnam War in 1975, several 
years before Hanoi invaded Cambodia. 
"The Americans would give Vietnam some- 
thing if they only stopped blocking the 
World Bank," said one diplomat in Hanoi. 

The US stance exerts major influence on 
other potential donors. The Japanese Gov- 
ernment has frequently said it will help re- 
build Indochina when the Cambodian con- 
flict is settled, but Tokyo has given no details 
on the possible nature or size of this assist- 
ance. A Hanoi-based UN official believes 
"Japan has something up its sleeve." 

Tetsusaburo Kimura, of Japan's Institute 
of Developing Economies, is taking part in a 
semi-government mission of Japanese ex- 
perts to Vietnam later this year to look for 
suitable aid projects. He believes that West- 
ern aid must take two forms: first, US$500 
million is needed for the first two or three 
years to help cut Vietnam’s inflation from its 
current level of, he estimates, about 600%. 
This money will be used to pay for imports 
of goods like salt, soap and paper. Secondly, 
just about all types of infrastructural aid are 
needed, though the priorities are probably 
ports, roads, and irrigation. 

Hanoi will no doubt welcome Japanese 
aid, but Vietnamese officials, many of 
whom still remember Japanese atrocities 
during World War II, regularly say that they 
want to avoid too much Japanese influence. 

The EC has not yet drawn up any formal 
plans to reactivate its trade and aid relation- 
ship, but officials say a decision to end the 
EC's 11-year-old boycott will be taken "al- 
most automatically" once Vietnam com- 
pletes its withdrawal from Cambodia. 

Australia, which reportedly is looking to 
make Indochina a sphere of influence, will 
almost certainly provide some assistance. 
Foreign and Trade Minister Gareth Evans, 
during a visit to Hanoi in January, assured 
Vietnamese Foreign Minister Nguyen Co 
Thach that government-to-government aid 
would be restored if the Cambodian conflict 
was resolved. 

UN organisations, which currently pro- 
vide assistance worth about US$100 million 
a year according to Vietnamese estimates, 
are expected to step up their aid following a 
Cambodia settlement. EI 
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Foreign business lured by potential big market 


Converting to trade 


ietnam’s trade with the non-com- 
V munist world is growing, and de- 
spite a rising trade deficit, the au- 
thorities appear to have successfully juggled 
trade with the convertible and non-converti- 
ble currency areas, to avoid massive in- 
creases in hard-currency debt. They have 
encouraged initiatives to use foreign traders' 
expertise to develop new export markets 
and industries. 

And foreign traders, despite formidable 
institutional and infrastructural barriers, ap- 
pear willing to play ball, believing that Viet- 
nam could develop into a large and lucrative 
market. 

Thanks to the reforms, Viet- 
nam's exports last year rose 2276 
to US$1.07 billion, the Vietnam 
News Agency reported recently. 
This is still not an impressive volume 
— Thailand, for example, has a 
slightly smaller population, but 
exported goods worth US$16.2 bil- 
lion in the same period. But it 
does represent a sharp rise from 








-Petroleum products 
m -Fertiliser 


*'000 tonnes, except for cotton textiles, in million metres 


1983's figure of only US$588 million. 

The export growth has been led by 
agricultural, forestry and marine products, 
particularly from the southern provinces, 
and the first sales of crude oil. Local 
enterprises showed more life, particularly 
in the south, and their exports rose from 
US$50 million, 9% of the total, in 1983, to 
US$160 million, about 18% of the total, in 
1987. 

But if exports have been increasing, Viet- 
nam's imports have rocketed — rising to 
US$2.2 billion in 1987, compared with 
US$1.3 billion in 1983. The importance of 
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1983 1984 1985 
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imports from the convertible area has gradu- 
ally dropped; it represented more than a 
quarter of the total in 1983, but only around 
21% by 1987. 

The country’s overall annual trade deficit 
rose to US$1.3 billion in 1987, nearly double 
1983’s figure of US$722, according to Viet- 
namese statistics. This is not as alarming for 
the authorities as it might appear, since 
much of the growing deficit is with the 
Soviet Union and its Comecon allies to 
whom Hanoi, in an attempt to avoid hard- 
currency debts, has turned increasingly to 
supply capital goods such as fertiliser and in- 
dustrial inputs. Businessmen from capitalist 
countries say they usually trade these items 
to Vietnam only in barter deals, and often 
have to offer long-term credit before con- 
tracts are signed. 


he result is that Vietnam's visible an- 
T nual trade deficit with the convertible 
currency area actually dropped from 
US$481 million in 1981 to US$309 mil- 
lion in 1986, according to the IMF. 
Hanoi has managed this by increas- 
ing exports of agricultural and 
marine products to the convertible 
area, while cutting its hard-cur- 
rency imports of food and capital 
goods. 
And Vietnamese-Soviet efforts to 
cut the large imbalance in trade 
showed progress last year. For the 


ONDHO 3IODVIN 









72 





Ravages of war 


"If we get foreign aid, we should put it into infrastructure like the 
US did in South Korea," says Tran Phuong, a top Vietnamese 
planner. Vietnam certainly could use it, because infrastructural 
problems are crippling. Said one diplomat based in Hanoi: "Any 
development aid or stepped up foreign investment will put 
enormous demands on the infrastructure — I don't know 
whether it can handle the influx." 

Infrastructural deficiencies are taking their toll on the econ- 
omy. One of the main attractions of the several export zones 
planned by the government is that they can sidestep such critical 
shortcomings. 

Take air travel. Most flights in and out of Vietnam are fully 
booked months in advance. Not that flying Air Vietnam is any 
treat. Last year, a total of 54 flights were cancelled and "as a re- 
sult, many thousands of passengers could not conduct business 
as scheduled," Hanoi Radio reported recently. 

The report warned that Air Vietnam provided "no guarantee 
for airworthiness," and blamed the cancellation of flights on 
"technical problems and the unavailability of qualified pilots." At 
one point, the airline had only two Soviet-built aircraft available 
to service its domestic and international routes to neighbouring 
Laos, Cambodia and Thailand, Hanoi Radio said. 

Roads are another problem. Vietnam has 100,000 km of 
roads, but only 10-1376 have a hard surface, according to 
Le Kha, deputy minister of communications and transport. 
Highway 1, the 1,730-km link between Hanoi and Ho Chi Minh 


FAR EASTERN ECONOMIC REVIEW 


City, has deteriorated badly in the past two years. So has 
Highway 21, the route along which logs, coffee and rubber 
are moved from Dac Lac in the central highlands to the coast 
for export. 

Even highways in the south built by foreign contractors dur- 
ing the US war in the 1960s and early 1970s are in abysmal disre- 
pair. Kha said most of these roads were built in a hurry and with- 
out a foundation, with the result that the surface deteriorated 
rapidly. Last June, transport minister Bui Danh Luu told the 
country's national assembly that hi$ ministry needed 50,000 ton- 
nes of tar simply to maintain existing roads, but only about 15,000 
tonnes was available. Because of the poor condition of Highway 
1, trucks capable of shifting 20 tonnes of cargo are limited to 15 
tonnes, Kha said. 

The country's bridges — or rather lack of them, since most 
were destroyed during the war — present another bottleneck. 
Many of the new bridges built since the end of the war are 
poor quality, single lane affairs, which road transport shares with 
railway traffic. Most bridges across the Red and Black rivers 
in the north have not been repaired, and the small ferries 
which replace them can transport only about a dozen vehicles 
an hour. 

One of Hanoi's biggest priorities at the end of the war was re- 
pairing the north-south rail link. Some 3,000 km of railroad has 
been completed, but 80% of it is narrow gauge track which limits 
the speed of the train and the weight it can carry. 

Prior to 1945, a train averaged 60-70 km an hour and a trip 
from Hanoi to Saigon, now Ho Chi Minh City, took about 48 
hours. Today the trip takes about 70 hours with the speed along 
some stretches limited to 15 km an hour. Kha said Vietnam has 
only 60% of the rail cars needed to transport cargo, and about 
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first nine months of 1988, Soviet exports 
to Vietnam were Rbl 941 million, down 
from Rbl 1.02 billion in the preceding year. 
Meanwhile, Soviet imports from Vietnam 
rose from Rbl 195.5 million to Rbl 233 mil- 
lion. 

Vietnam has foreign debts of more than 
US$6 billion to the non-convertible area and 
U5$2.2 billion to the convertible area, ac- 
cording to Nguyen Cong Hai, deputy direc- 
tor of the Foreign Department of the State 
Bank of Vietnam. This figure roughly tallies 
with the IMF estimate. The country's annual 
debt-servicing charges are thought to exceed 
US$200 million. 

Foreign economists say Vietnam, with 
foreign-exchange reserves of less than 
US$20 million, has effectively defaulted on 
its foreign debts, but so far no West- 
ern governments or banks have tried 
to reschedule the country's debts. 
Hanoi receives no Western aid to 
meet its growing foreign debt. But 
some of Vietnam's trade deficit 
is offset by  remittances from 
overseas Vietnamese, which are be- 
lieved to total at least US$200 million 
a year. 

Vietnam's greatest short-term 
export potential probably lies in 
its cheap labour force producing 
value-added products, such as gar- 
ments, textiles and electronic compo- 
nents, which would not require mas- 





40% of those needed for passengers. Many of these are old and in 


desperate need of spare parts, he said. 


Ports pose another difficulty. The country's ports can handle 
about 10 million tonnes a year — only about half of Vietnam's 
current needs, according to an economic adviser to communist 
party chief Nguyen Van Linh. Despite Vietnam's long coastline, 
only 5-776 of the goods moved between the north and the south 
are transported by sea, Kha pointed out. He said the country 
lacks ships, because even small ones with 100-tonne capacity and 
no radio equipment are dediCated by the provinces to trade with 


Hongkong, Singapore and Taiwan. 


Only about a third of the goods moved in Vietnam are trans- 
ported by modern means such as trucks, ships, rail or air, Linh's 
economic adviser estimated. The rest are moved on traditional 
carrying poles, bicycles, horse and carts or small river boats. 

"How does a businessman invest in a joint venture 60 km 
from Hanoi?" asked a diplomat in the capital. "There are no 
roads to bring in supplies or to export your products." Even fac- 
tories in the capital face transportation problems. 

“Many of our economic problems have their roots in our 
transportation system," deputy minister Kha said. During last 
spring's famine, which threatened 3 million people in a dozen 
provinces, Hanoi did not have the means to move enough rice 
from surplus areas in the southern Mekong Delta. 

"But even if they could move rice, where would they store it?" 
asked a foreign agronomist working in Vietnam. "There are only 
two or three storage depots in the country and they're in the 
south." The agronomist estimated that 20-25% of Vietnam's rice 
crop is lost after it is harvested due to poor transport and storage 
as well as outdated harvesting methods and the lack of drying 


facilities. 
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sive inputs of foreign aid. In addition, the 
country could increase exports of raw mate- 
rials such as coal, despite the infrastructural 
problems. 


recent UN study on industry con- 
JA osea that Vietnam has "enormous 

prospects for food production and 
food exports through enhanced agricul- 
tural and fishery output and processing 
this into higher value-added products." 
The study cited processing of seafood, fruit 
and vegetable processing, and vegetable oil, 
which could be rapidly expanded through 
trade. The study projected that Vietnam 
has the potential to harvest 1.3 million ton- 
nes of fish and 50-60,000 tonnes of shrimp a 
year. 


Selected major exports 
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TValue includes both centralised and local enterprises 


Source: Review Data 


The UN suggested that Vietnam had 
minerals it could exploit for industry, 
though few are available in very large quan- 
tities. The country’s reserves include 2 bil- 
lion tonnes of coal, 7 billion tonnes of baux- 
ite, several billion tonnes of apatite (used in 
the manufacture of phosphate fertilisers), 
650 million tonnes of iron ore and 19 million 
tonnes of chromite. 

Provincial officials are allowed to invite 
foreign companies to import capital to deve- 
lop local resources. The rich agricultural pro- 
vince of Hau Giang in the southern delta, for 
example, has signed agreements with for- 
eign companies to develop shrimp cultiva- 
tion, leather-tanning and animal feed pro- 
duction, and to help the province locate ex- 
port markets for its products. 

But Vietnam’s diplomatic and 
economic isolation has left it facing 
institutional barriers to trade — for 
example, its non-membership of 
Gatt. Nguyen Van Thanh, direc- 
tor of Vitexco, a new Vietnamese- 
Singaporean shirt factory in Ho Chi 
Minh City, said because of this he 
has to sell his products to Asian 
companies before they can be ex- 
ported to the West. Secondly, for- 
eign-currency problems, and the lack 
of credibility of the Vietnamese bank- 
ing sector, means a lot of business is 
barter or countertrade. 

B Murray Hiebert 
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Kha said his ministry is studying Vietnam’s transport prob- 


lems and developing priorities. He expected the study to recom- 


mend that priority be given to developing sea transport, building 
bridges, developing new ports and upgrading the railroad. AUN 
official in Hanoi guessed that Vietnam would need at least US$10 
billion to modernise its infrastructure. 

Energy is potentially one of the brighter spots in Vietnam’s in- 
frastructure picture. Electricity cuts and “brown outs” still 
hamper the country’s agricultural and industrial production, but 
when two Soviet-aided hydroelectric power stations — Hoa Binh 


in the north and Tri An in the south with a combined capacity of _ 


city supply. 
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2,600 mW — are completed within the next decade, Vietnam ex- 
pects to have an electricity surplus. But officials say the power 
grid still needs to be upgraded to distribute the increased electri- 


Vietnamese officials expect the country to be self-sufficient in — 
oil in the next few years. Last year, Vietxopetro, a joint Vietnam- 
ese-Soviet venture formed in 1981, pumped 15,000 barrels a day 
of crude oil from the White Tiger field, some 60% of which was 
sold to Japanese refineries, according to Dao Duy Chu, director of 
the Vietnam Oil and Gas Company. By 1992, Chu expects pro- _ 
duction to increase to 100,000 barrels a day, which should almost 
pay for Vietnam's oil imports. The country currently imports 
about 2.5 million tonnes of refined oil products a year. 

Vietnam's international telecommunications are also being 
upgraded. Australia s Overseas Telecommunications Corp. 
signed a contract late last year to install sophisticated satellite — 
earth stations in Hanoi and Ho Chi Minh City. The stations are — 
expected greatly to improve Hanoi's phone and telex links, 
which now depend on a slow and often unreliable Soviet satellite 
link. 


m Murray Hiebert 
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SINGAPORE 


Back to steady growth 


he latest economic indicators show 

that Singapore’s economy is slow- 

ing down as expected. The ques- 

tion now is whether the slowdown 
will stabilise in the second and third quarters 
to allow the economy to meet the forecast 
GDP growth rate of about 7.0% this year or 
whether the indicators in the next two quar- 
ters will throw the forecasts off course. 

Singapore’s economy grew by 11.0% in 
the first quarter of last year, the best growth 
rate in 15 years. The first quarter 1989 GDP es- 
timates will soon be released; meanwhile, in 
an economy as dependent on trade as Sin- 
gapore’s, where the total trade is about three 
times GDP, trade data gives a strong pointer 
for future direction. 

The first signs of the expected slowdown 
appeared with the release of the February 
trade figures. These revealed that domestic 
non-oil exports declined 7.1% in that 
month, the first decline in 18 months. Total 
exports were down 2%, the first decline in 
exports since the Singapore economy came 
out of a recession in 1986 and began its cur- 
rent bull cycle. 

Analysts agreed with the Singapore 
Trade Development Board which said the 
slowdown in the exports is due to weak ex- 
ternal demand for electronics and computer 
parts produced in Singapore, particularly 
the glut prevailing in the disk drives indus- 


Singapore has now emerged as the 
largest producer of disk drives and disk 
drive parts in the world. But the main mar- 


ket, the US, has not been absorbing the pro- 
duction in sufficient volumes. Leading pro- 
ducers, such as Seagate Technology which 
has factories in Singapore, have been re- 
trenching in the past few months. Industry 
sources say, however, that the situation was 
already stabilising by March which means 
that the slowdown in exports in March is not 
likely to be as steep as in February. Last year, 


imports take the lead 
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disk drives were the largest non-oil item ex- 
ported from Singapore, worth $$4.89 billion 
(US$2.51 billion). 

Other major exports were integrated cir- 
cuits, worth S$3.49 billion; data processing 
equipment and parts, $2.56 billion; telecom- 
munications equipment, 5$2.41 billion; 
radio receivers, S$2 billion; clothing, S$1.78 
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billion, and plastic materials, S$1.6 billion. 

But should the downward trend not 
stabilise, a closer reading of the February 
trade figures gives some reason for believing 
that the economy may decline more sharply 
than expected by most analysts. Exports to 
the US were down 15.4% by volume in Feb- 
ruary after zero-growth in January and a 
20% growth in December. An intriguing 
question is whether the February decline 
had anything to do with the US withdrawal 
of generalised system of preferences 
privileges from Singapore exports which 
took effect this year. 

Non-oil exports to the EC also declined 
7.4%, though those to Japan rose 26.9%. 
While total trade grew only 1.9% in Feb- 
ruary, re-exports increased by 5.1%, revers- 
ing a decline of 2.776 in January. The growth 
in re-exports was due mainly to increases in 
the re-export of crude rubber, non-ferrous 
metals, chemicals, and electronics and tele- 
communications equipment. 

However, imports surged by 5.8% for 
February, widening the trade deficit sharply 
by S$1.06 billion compared with S$616 mil- 
lion in January, and S$475 million in Feb- 
ruary 1988. 

Industry surveys show that there is a 
widely held belief that the slowdown in the 
first quarter will be arrested in the second 
and third quarters. The Singapore Manufac- 
turers Association, for example, said that it 
expects the key export-oriented electrical 
and electronic industries to grow by 15.0% 
this year. m N. Balakrishnan 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 


of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for yu 


a lifetime. 

We made this watch for 
you -to be part of your 
life — -simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 





Service Centre: FAIRFIELD ENTERPRISES LTD., Room 809, Wing On Plaza, Mody Road, 
Tsimshatsui East, Kowloon. Authorized Retailers: HONG KONG, BASEL WATCH CO, LTD., 

33, Queen's Road, Central - CHOW TAI FOOK JEWELLERY CO., LTD., 29, Queen's Road, Central 
and 44-46, Queen's Road, Central - ELDORADO WATCH CO., LTD., 60, Queen's Road, Central - 
SHUI HWA WATCH CO., LTD., 5O, Des Voeux Road, Central. KOWLOON, CHINESE ARTS & 
CRAFTS (H.K.) LTD., 3O, Canton Road - EMPEROR WATCH & JEWELLERY CO., LTD., 

81, Nathan Road, Ground Floor - GENEVA WATCH CO., 64B, Nathan Road - KING FOOK 
GOLD & JEWELLERY (KLN) CO., LTD., 118-130, Nathan Road - ZURICH WATCH CO., LTD., 
G15 Hyatt Regency Shopping Arcade, Nathan Road - ZURICH WATCH CO., LTD., 

91-93 Nathan Road. SINGAPORE: PATEK PHILIPPE SHOWROOM 1, Cuscaden Road, # O1-O9 
The Pavilion Hotel, Singapore 1024, Tel. 7321506. JAKARTA: G.M. Store - Ist Floor, Gajah Mada 
Plaza Shopping Arcade - 79 Jalan Gajah Mada. MALAYSIA (WEST): PATEK PHILIPPE SERVICE 
CENTRE, C. MELCHERS & CO., S. E. A. Agency, No. 1 (2nd Floor), Jalan 13/6, 

46200 Petaling Jaya, Tel. 7555566/7555077. 








WE CHOOSE ONLY 
THE BEST 
WINES BECAUSE THEY 
TRAVEL WELL. 


Travelling over long distances can 
upset the balance of a fine wine. 

Turning a fine Bordeaux into a 
vin ordinaire. 

To avoid this we pick out only 
the very best wines. 

From the famed Chateaux of 
Bordeaux and Estates of Graves, for 
our First and Executive Class. 

Wines that won’t be the least 
perturbed by a long flight. And won’t 
lose their subtlety when served at 
35,000 feet. 


So we can be confident they 





will complement all our four courses 
perfectly. 

No matter how far from home 
the wines have travelled. 

And to start you off on the right 
note, a glass or two of lightly chilled 
French champagne to whet your 


appetite before dinner. 
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-Every day, 
3 000 Micron and exponen 
see us first. — 


At the Taipei World Trade Center, thousands of local and inter- 


P national traders can be found in one convenient location. That adds 


- upto over 100000 import and export ee on permanent display 


.. under one roof. 


i. No wonder SO many of the world’s importers and exporters 
.. come to TWIC first to sol business in 1 monon 


5 Hsiny: Road, Sec. 5, Taipei 10509 - 
Tawan, Republic of China 

Tel: (02)725- 1111 

Fax: 886-2-725-1314 

Telex: 28094 TPEWTC 









Operated by: 


CHINA EXTERNAL TRADE 
DEVELOPMENT COUNCIL 


47th FI., CETRA TOWER 


Tet: (02)738-2345 * Telex: 21676 CETRA 
Fax. 8B6-2-7576653 
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SHROFF 





Cashing in on dreams 


hroff has always had a soft spot for 

dreamers. Hopewell Holdings 

chairman Gordon Wu, with his 

grandiose plans for webbing 
Guangdong province with superhighways 
and conjuring up airports out of the seabed, 
is Hongkong’s most audacious by far. 

But, unlike most visionaries, Wu has 
shown himself cold-blooded enough to gain 
quite a following among the territory's over- 
paid and underemployed corporate finance 
community. 

Wu's well-publicised plans for massively 
improving Hongkong’s infrastructure has 
helped every broker in town to justify their 
sales pitch for Hongkong’s post-1997 future 
as the vibrant business hub of greater South 
China (everything south of Shanghai, in- 
cluding Taiwan). 

Hopewell's HK$3.86 billion (US$494.9 
million) rights issue, announced on 12 April, 
is one of Hongkong’s largest ever, even with 
Wu and his associates taking up HK$2.3 bil- 
lion on their own account. Rumour of the 
891 million share placement and the actual 
announcement has helped liven up the mar- 
ket. 

Indeed, the salutory effect of the issue in 
the face of otherwise gloomy economic har- 
bingers has prompted the born-again vig- 
ilantes of the Hongkong Stock Exchange to 
have a chat with the issue’s 12 underwriters 
about premature disclosure. 

One of the bits of news widely known 
prior to the announcement was that Li Ka- 
shing’s Cheung Kong would take up 13% of 
the rights, giving Wu a blue-chip endorse- 
ment which improves the odds tlat the cash 
call will be a success (and which also, not in- 
cidentally, gives Li a strategic perch from 
which to swoop on Wu's Wanchai property 
holdings should it prove a failure). 

But while Li may have lots of good 
reasons for supporting Wu, it is fair to ask 
whether other minorities should, given the 
pitching price of the offer, the use of the cash 
raised, and Hopewell’s mediocre earnings 
record. 

According to the prospectus, HK$1.2 bil- 
lion will go for Wu's Pearl River ring road 
which, despite the odd blow up over back- 
handers for the local Chinese authorities, 
seems to be proceeding reasonably. The 
lion's share of the remaining HK$2.5 million 
will go towards paying a land premium and 
construction costs on a HK$1.75 billion hotel 
project. 

This is where Shroff starts to feel a bit 
queasy. Wu plans to build a 3,000-room, 90- 
storeys cheap and cheerful Hongkong Is- 
land hotel, due to be completed in 1993. But 
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it will also hit the market at the same time as 
several thousands of other rooms also cater- 
ing for budget-conscious Asian travellers. 

Even if one buys the current bullishness 
on the prospects of Hongkong's hotels, 
there is still the issue of pricing. The offer is 
pitched at HK$2.60, quite a discount to 
Hopewell's purported net asset value (NAV) 
of HK$6.16 a share (still quite a discount, 
even taking into account conversion of all 
outstanding warrants, which would bring 
the NAV down to HK$4.05 a share). 

While this seems to be some deal for 
newcomers, what about all those hapless 
shareholders who have supported Wu's 
utopian yearnings from the start? After all, 
visionary projects do take a long time to pan 
out — and often cost far more than expected 
to complete. 

Even more important, perhaps, is the 
question of Hopewell's earnings record. Wu 


Hopewell holds its own 
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himself has tipped gains for the year ended 
June 1989 to be about HK$500 million, put- 
ting pre-rights, fully diluted earnings per 
share at roughly 29 HK cents. This is only a 
hair better than last year, despite a still 
booming local construction industry and 
property market. With the one-for-one 
issue, EPS will plummet unless some post- 
rights creative accounting is applied. 

This can, of course, happen. Hopewell’s 
annual report is full of instances where the 
company, which claims to have “minimal 
bank borrowings” and HK$700 million in 
cash, has fobbed liabilities off on its as- 
sociates. The repayment arrangements for 
the Guangdong highway — collecting ren- 
minbi tolls to pay off hard currency loans 
that will presumably be needed to complete 
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it — are reported in Panglossian terms. The 
upbeat prognosis comes despite substantial 
sums of Hopewell money that are already 
held hostage to China’s exchange controls. 
To increase profits in the current fiscal 
year, Hopewell could book interest earned 
on the HK$2.5 billion set aside for the hotel, 
say HK$250 million at 10%, by capitalising 
the amount. Another HK$60 million or so 
could also be scraped up in interest on that 
sum not given over to the Guangdong pro- 
ject (which is being built by a separate sub- 
sidiary). Collectively, this would boost earn- 
ings to, say, HK$850 million or roughly 29 
HK cents a share post-rights. The account- 
ing outcome will be far more chimerical than 
Wu’s most quixotic plans for the future but 
not at all out of character. 
u Jonathan Friedland 


Shroff would like to salute one of the 
great man-made creations of modern times, 
the Tokyo Stock Exchange (TSE) which 
celebrated its 40th birthday on 3 April. If 
there has been a better post-war investment 
for the common man than Tokyo-listed 
shares, Shroff would like to hear about it. 
The TSE's own all-share index has multiplied 
in value 113 times and market capitalisation 
has increased from ¥122 billion (US$924 
million) to ¥490 trillion. 

But is the exchange about to face a mid- 
life crisis? Those who say the market will not 
fall must at some point run out of explana- 
tions for why it continues to rise. Price-earn- 
ings (p/e) comparisons with other bourses 
are much despised by Tokyo analysts, yet 
even by its own standards, the TSE's average 
p/e ratio of 69 is more than double what it 
was only three years ago. Price-book ratios 
have climbed by a similar extent and yields 
have halved. 

If the high yen and low interest rates ac- 
count for much of the bullishness since 1985, 
the TSE's future course will depend much on 
Japan's current-account surplus. But even if 
the cost of borrowing rises, the market may 
not fall far because the institutional brakes 
that were employed in October 1987 could 
be used again. 

The more likely path for the next 40 years 
is that deregulation and internationalisation 
will gradually destroy the TSE's distinctive 
character. New entrants — as issuers, brok- 
ers and investors — will not play by the old 
rules. The shares of an issuer will no longer 
rise when it offers more new scrip, or fall 
when there is a hostile takeover bid. But do 
not expect a crash tomorrow. The Tokyo 
sharemarket may be in merely for a comfort- 
able middle age. u Nigel Holloway 
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COMPANIES 


Malaysian takeover battle Vaid communal row 


Political poison pill 


LE ———————— rae 


? By Nick Seaward in Kuala Lumpur 


———————————'''''!— RP 


( he volatility of Malaysia's admixture 
of business and politics has been 
demonstrated in dramatic fashion by 


Sa takeover bid by Hume Industries 
= (Malaysia) for the ailing financial, planta- 


tions and property conglomerate Multi-Pur- 


‘pose Holdings (MPF). The bid, the largest in 
- Malaysia's history, has become so politically 
. and communally charged that the Prime 
.: Minister, Datuk Seri Mahathir Mohamad, 
~ has been forced to issue a statement, deny- 
. ing the government had ulterior motives in 
- allowing the bid to go ahead. 


Hume's 12 April announcement met 


-with an angry response from the Malaysian 
. Chinese Association (MCA), the second- 
_ largest party in the ruling National Front co- 
. alition. Officially, the MCA is nothing more 
- than MPF's "promoter and sponsor” — the 
_ controlling 51% stake in MPF being held 


through a defunct deposit-taking coopera- 
tive, Koperatif Serbaguna Malaysia (KSM) — 
but the initial reaction and the coordination 


of a defence by MCA headquarters confirm 


he stockmarket's perception of MPF as being 
the investment arm of the party. 
. In an immediate reaction, MCA president 


s Datuk Ling Liong Sik called an emergency 
. meeting of the party's ruling council and is- 
-sued a terse statement afterwards. 
MCA feels let down. We have not been con- 
sulted. We think this is very serious. The 
-party will study the implications." How- 


^The 


ever, there were less restrained reactions 


< from MCA headquarters soon after, includ- 
ing a threat to pull out of the National Front 


or to refuse to represent it at the crucial forth- 


¿coming Bentong by-election if the bid was 
, not withdrawn. 


On the face of it, the Hume announce- 


. ment should not have alarmed the MCA. 
<= Hume is 51% owned by Hong Leong Com- 
^. pany (Malaysia). Hong Leong is controlled 

-by Quek Leng Chan, the scion of a promi- 
- nent Southeast Asian Chinese family which 
5. traditionally has enjoyed good relations 
¿= with the MCA. However, it is clear that the 
>< MGA feels that the bid is being used by the 
.— main Malay party, the United Malays Na- 
_. tional Organisation, or Umno, to gain a 
strategic stake in MPF. 


MCA sources point out that Hume has an- 


- = nounced a three-for-two rights issue of 
— 201.06 million new shares at M$1.50 to fi- 
-. nance the MPF bid, but that Hong Leong has 
= not announced that it will be taking up its 
-- entitlement. Their suspicions that the rights 
. will be given over to an Umno company 










were heightened by the inclusion in the bid 
announcement of the seemingly irrelevant 
news that Hume had signed a M$500 mil- 
lion (US$183.4 million) agreement with Pro- 
jek Lubuhraya Utara-Selatan Bhd (PLUS) and 
United Engineers (Malaysia) Bhd (UEM) to 
supply both companies with building mate- 
rials for the construction of the north-south 
highway. 

PLUS is the 50% subsidiary of UEM, which 
in turn is owned by Umno. If UEM were to 
take up Hong Leong’s rights entitlement, 
the MCA pointed out, Hong Leong’s stake 
would be reduced to below control. 

Hume, a construction supplies com- 
pany, has so far issued no formal offer docu- 
ment. However, in the 12 April announce- 
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ment, Hume said it would pay 50 M cents 
cash for each of MPFs 751 million M$1 
shares, together with M$1.00 nominal value 
of redeemable convertible unsecured loan 
stocks (CULS)7 The CULS will attract interest of 
3% a year and will be redeemed after four 
years if not converted on that date on the 
basis of 400 new ordinary shares in Hume 
for every M$1000 nominal value of 
CULS. 

The initial reaction of analysts to the offer 
is that M$1.50 a share is too low. Although it 
has been losing money since 1985, and is 
saddled with debts totalling some M$400 
million, MPF's break-up value is estimated at 
around M$1.20 a share. In February 1987, 
Malaysian tycoon Robert Kuok Hock Nien 
was persuaded by the MCA to take over as 
chairman of a new board comprising some 
of the most reputable names in Chinese- 
owned business. Kuok — who has since 
handed over the helm to lawyer Chan Hua 
Eng — seems to have done a good job: MPF 
is forecast to announce pre-tax profits for 
1988 of between M$60-70 million. 

Even with such large debts, MPF has 
some prize assets, the most attractive of 
which — especially to the Hong Leong 
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| Tying to acquire a: 
bank for many years - — isa 70% stake in 
Malaysian French Bank. MPF also owns 
majority stakes in Dunlop Estates and 
Mulpha Trading, and has controlling 
shareholdings in property company Bandar 
Raya Developments and lottery operator, 
Magnum Corp. In turn, Magnum Corp. has 
a 55% stake in the licensed finance company 
Magnum Finance. 

Under the terms of a rescue scheme ap- 
proved by the central bank, Bank Negara 
(BN), last year, Magnum Corp. and Mag- 
num Finance were said to have agreed to 
take over the “net assets and liabilities” of 
KSM, which was found to be insolvent to the 
extent of M$330 million in August 1986, and 
taken over by BN. So far, depositors have 
received refunds of 40 M cents in the ringgit, 
and will get another 10 M cents in December 
this year. The remaining 50 M cents is to 
be paid in the form of irredeemable con- 
vertible unsecured loan stock in Magnum 
Corp. 
Quite how this scheme can go ahead in 
the light of the Hume bid no one is quite 
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sure. BN has issued a statement saying that 
the plan “still stands as it is,” but it is be- 
lieved that BN has yet to approve a package 
worked out with the receiver whereby Mag- 
num Corp, would issue CULS at a price that 
values KSM’s MPH shares at M$1.20. 

The Hume bid has nipped this plan in 
the bud. KSM's receivers, Price Waterhouse, 
have a statutory duty to accept the best pos- 
sible bid for the MPF shares under its control 
— à 30%+ stake held through KSM sub- 
sidiary Serita Development, and a 19.2% 
stake held by the KsM—Multi Purpose Invest- 
ment Fund. 

Hume has been quoted as saying that it 
has already been in touch with the KSM re- 
ceivers, but Price Waterhouse has denied 
this. Sources close to Hong Leong denied 
this as well. Quite clearly, however, the suc- 
cess of the Hume or any other counterbid 
depends on acceptances from KSM. 

The market now is rife with talk of white 
knights and a counterbid. Gertainly, share- 
holders seem to think one will come — the 
price of MPF is now hovering around M$1.50 
and has risen to the M$1.70 mark at times 
before falling back. The counterbid may 
come from a consortium headed and nore | 














nated by Unico Holdings, the i ii estinent 
arm of the Associated Chinese Chambers of 
Commerce, which has publicly called for a 
consortium "to ensure that MPF will not be- 
came a family concern or controlled by some 
individu 

The name most frequently mentioned in 
connection with this consortium is William 
Cheng’s Lion Group. Cheng has played 
down the possibility of his joining a consor- 
tium, but no one seems to have discounted 
the possibility of his making a bid on his 
own. It is rumoured, for instance, that 
Citibank is exploring the chances of a syndi- 
cated loan to enable Cheng to make a bid at 
M$1.70, with a cash portion of 70 M cents 
and the rest payable in CULS as with the 
Hume bid. Cheng, however, denied this to 
the REVIEW. 

Any counterbid has to clear a number of 
hurdles before it can be announced. First, 
because control of a commercial bank is in- 
volved, permission must be obtained from 
BN before any announcement. Second, fi- 
nance has to be lined up and this will not be 
easy in Malaysia, given the size of the cash 





- offer and BN's limit of 3096 of capital funds 


that a bank can extend to a single cus- 
tomer. 

Bankers believe that only Malaysia's top 
four local banks could handle such a loan — 
and two of these, Malayan Banking and 
United Malayan Banking Corp. — are al- 
ready backing the Hume bid. A third, Bank 
Bumiputra, is believed to be ruled out from 
financing a counterbid as it is a substantial 
lender to MPF already. This leaves Public 
Bank and the big foreign banks as the only 
possibilities. 


o far, Hume has not indicated 
S whether it is prepared to sweeten its 

offer, now that the market price is at 
M$1.50. Nor has it responded to the queries 
over the rights issue. However, sources 
close to the company told the REVIEW that 
under the terms of UEM’s contract with the 
government for the north-south highway, 
major contractors have to have at least 
a 30% shareholder participation by bumi- 
putras (indigenous Malaysians, mainly 
Malays). The sources confirmed that 100.5 





POLICIES 


Australian companies head off overseas earnings tax 


A foreign concession 
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By Michael Malik in Sydney 
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ustralian companies with operations 


in Asia and the Pacific have won 

some valuable concessions from the 
government over the details of its new po- 
licy on the taxation of foreign-source in- 
come. The policy is designed to clamp down 
on the use of overseas tax havens — * 

The original accrual-tax proposal, out- 
lined by Treasurer Paul Keating in May 
1988, indictated that there would be no ex- 
ceptions to the policy's principle of tax 
equalisation. This requires Australian com- 
panies or their subsidiaries operating in low- 
tax countries to pay additional tax to equalise 
net-paid tax to Australian levels. At present 
only repatriated income becomes subject to 
Australian company tax, which has a 39% 
top rate. 

Details of the tax proposals contained ina 
Treasury paper were released by Keating on 
12 April, the same day he spelled out per- 
sonal income-tax cuts. After consultations 
over the past 11 months, it has been agreed 
that companies with a “substantial business 
presence” in low-tax countries will not be 
subject to the Australian accrual tax on “ac- 
tive income,” from operations in those 
countries. 

The Treasury paper said such income 
would derive from business activities such 
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as agriculture, forestry, fisheries, manufac- 
turing and processing, exploration and ex- 
ploitation of mineral and energy resources, 
finance, including banking and insurance, 
trade and commercial business and the pro- 
vision of services. 

But excluded would be income derived 
from transactions with related companies 
elsewhere, or "tainted" income, that is pass- 
ive income from dividends, royalties, rents, 
or from trading in commodities or foreign 
currencies. 

Since all "tainted" income is difficult to 
exclude from overseas activities, a maximum 
of 5% of income from such sources would be 
allowed. If “tainted” income exceeded 5% of 
the total, all income in the country of opera- 
tion will become liable to accrual tax. 

Despite arguments from the banking 
sector, companies operating branches 


Outside the tax net 
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enillion ae “Hong ‘Leong’ s 102.54 1 
entitlement will be assigned to a new 
bumiputra partner but they said it oulan no 


bumiputra partner has agreed that manage- 
ment control should remain in Hong 
Leong's hands, even though its own stake 


after the rights issue and 1196 if the bid re 
ceives 100% acceptances and all the CULS are 
converted. They also point out that Hume’ 
Danish partner, F. L. Smidth (Far East 
Holdings, has always supported Hong 
Leong and together they will control nearly - 
40% of the post-rights paid-up capital. In- 
deed, there are reports that Smidth has al~ 
ready pledged its rights to Hong Leong. — 
The MCA seems to have overlooked the » 
fact that if the bid receives 100% accep- 
tances, and all the CULS are converted, the © 
KSM stake in MPF would translate into a 
47.3% stake in Hume. However, an MCA - 
source said this level of control would not be - 
sufficient and Hong Leong would not be ac- 
ceptable as the management. " 


overseas, but not subsidiaries, will be — 
subject to the new tax system, which will - 
start in the 1990-91 financial year from j 
June 1990. ü 

Banks will suffer from this; they will only t 
get relief on activities of subsidiaries, such as p 
some merchant banking and deposit taking 
activities. But some major Australian com- 
panies and their associated companies will 
benefit. Ord Minnett Research suggests that — 
these will include Bond International Corp., 
Pacific Dunlop, Burns Philp, Leighton and : 
Pioneer Concrete. r 

It is understood that Hongkong añd z 
some Pacific nations were the focus of a lot ' 
of lobbying with the Treasury because, un: 
like tax havens such as the Cook Islands, 
favoured by Alan Bond, they are places : 
where active business is done. * 

Since China is one of the 61 countries . 
listed by Keating as having tax levels com- - 
parable with Australia and therefore exempt Y 
from the accrual tax, it is assumed that in- 
come derived from operations in China by — 
Australian subsidiaries set up in Hongkong - 
will not be subject to the Australian tax if ito 
attracts Chinese tax. : 

Tax expert Neil Ward of ANZ Bank said 
that there will now be a heavy onus on the : 
parent companies to demonstrate that they 
are engaged in active business, with very 
careful attention paid to presenting evidence | 
to the tax commissioner, for a ruling. 2 

One problem accountants foresee is in- 
proving that the “tainted” portion of income _ 
never rises above the crucial 5% level during » 
the accounting year. Taxation experts are - 
still studying the fine print of the 155-page _ 
Treasury document for all the implications, — 
particularly on what tests will have to be met - 
to satisfy the commissioner. a 
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—.. Richards Butler says that Bermuda, 
^e. the 
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By Christopher M. Marchand in Hongkong 
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he spate of Hongkong-listed com- 
panies reincorporating in Bermuda, 
JA. the Cayman Islands and other exotic 
Caribbean homes, has triggered the Hong- 
‘kong stock exchange's concern about 
whether these islands have adequate 
safeguards for investors. Chief executive 
Francis Yuen says the exchange will soon 
publish a set of guidelines aimed at ensuring 
that shareholder interests are respected. 
“We are comparing company law in 
Hongkong and these new domiciles, to look 
at differences in the legal position of share- 
“If protection is 
poorer, we would require written declara- 
tions that shareholders will not get worse 
treatment." 
Political jitters over Hongkong’s 
. post-1997 future and marginal tax ad- 
vantages are spurring the corporate 
exodus. An offshore domicile would 
.guard non-Hongkong assets against 
-claims if China nationalises Hong- 
kong companies after 1997. The tax 
advantages are less distinct, relating 
to lower duties on a company's share 
capital and Bermuda's tax freeze until 
2010. 
Robin Nicholson of law firm 


most popular Caribbean 
offers an established infrastructure 
to service companies. Companies 
have the ability to repurchase shares 
and there is general flexibility. 


rating expenses are also lower." 

The British Cayman and Virgin Islands 
require less disclosure than Bermuda, and 
are cheaper and easier to move to — the Ber- 
muda Parliament must pass a law to ap- 
prove each corporate entrant. But as an indi- 
cation of respectability, numerous New 
York-listed companies have domiciled in 
Bermuda, notably US insurance companies. 

Of course, a Caribbean home offers little 
real protection if the assets stay in Hong- 
kong. As First Pacific director Bob Meyer 
says: "If we were solely a Hongkong opera- 
tion, a move would make no sense. But a 
Bermuda domicile is an easier answer for an 
Asian company with regional interests. For- 
eign investors — especially new investors 
from the US — are more comfortable with 


Hongkong's calypso beat 
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the fexbiliy « of a non Ho gkong domi- 
cil e. fF 
Indeed, nümerous Hongkong com- 
panies, including Hutchison Whampoa and 
Swire Pacific, which have stated their intep- 
tion to stay incorporated in Hongkong, have 
domiciled offshore all or part of their foreign 
assets, Hutchison has domiciled share in- 
vestment companies with US$75 milkón 
ET capital in the British Virgin Is- 
ds. 


With most Hongkong companies plan- 
ning to diversify regionally and in North 
America and Europe, it makes sense to re- 
structure their legal status now. The unspo- 
ken fear is that the Hongkong Government 
— possibly under pressure from China — 
might restrict such moves in future. 

But trading hong Jardine Matheson 
wants to domicile even Hongkong Land, 
the territory's largest property company, in 
Bermuda. Land appears to think this move 
will give it enhanced flexibility against a pos- 
sible takeover. 

For its part, the stock exchange is worried 
by the growing scope for corporate abuse. 
Its investigation into comparative investor 
laws in Hongkong and the Carib- 
bean looks certain to reveal many dis- 
| crepancies. Bermuda law, for in- 
stance, allows a company's articles of 
association to be amended by ordi- 
nary resolution — a special resolu- 
tion is needed in Hongkong. 

To a degree, Hongkong's Take- 
overs Code and listing rules — which 
still bind Hongkong’s Caribbean 
companies — continue to protect 
shareholders. Yuen, however, says 
the exchange has not yet addressed 
detailed issues such as asset swaps or 
share buy-backs. Hongkong is likely 
to follow Britain and the US in allow- 
ing share buy-backs, But Yuen insists 
that “the stock exchange must ensure 
that shareholders will not get worse 
protection.” n 


Under the draft rules, company transactions would jawe to be j 

















d Planned changes to the Hongkong stock exchange's listing rules 
have been criticised for being unwieldy and onerous, notably as 
2 regards duties placed on merchant bankers sponsoring new 


~ E company listings. But stock exchange chief executive Francis 


-> Yuen hopes new rules will be agreed on by the end of May. A 


TN committee of merchant bankers, stock exchange officials and 


securities regulators is working on the package. 
. The changes have five aims: to produce a comprehensive list- 
ings framework which would enhance Hongkong’s aim to be- 


.. come Southeast Asia's regional stockmarket; to evolve a sponsor- 
_ ing system; upgrade rules on notifiable transactions and related 


` party transactions; and improve accounting disclosure in public 
company documents. 
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notified if the value was greater than 1596 of net assets. Irrespec- 
tive of size, related party transactions would require shareholder . 
approval. Rights issue documents would pend i an. accountant S 
report, whichis not the case at present. = | 

Sponsorship is emerging as the toughest’n nut. The stock ex- 
change originally wanted the merchant banks to stand surety for - 
full corporate disclosure and good conduct. But the banks argue 
that such a policy misunderstands the relationship between the 
merchant bank and its clients. — 

The banks say their role is to advise a client of legal and listing 


duties, and to provide information on corporate fund-raising — 


exercises. “The original proposals would turn the sponsor intoa 
company director. That goes beyond what can be expected of the — 
company, lawyers or accountants,” one merchant banker said. A 
compromise is likely which involves the merchant bank retaining - 
some vague liaising role for a year after a cash-raising exercise. f 
8i Christopher Marchand Z 








r . — 


South Korean bank suffers 
huge foreign-exchange loss 


> A provincial South Korean bank 
reported a huge foreign-exchange loss of 
a®eut Won 35 billion (US$53 million) for the 
year to 12 April. The Kwangju Bank lost the 
money by betting against the US dollar. The 
loss wiped out more than a third of the 
bank's capital and reserves. The bank had 
an aggressive and allegedly unsupervised 
foreign-trading programme which netted it 
a Won 3.3 billion profit last year. Bank 
president Koh Byung Wook said he would 
take responsibility and resign. 


Dai-ichi Mutual buys 

stake in Hongkong Bank 

> Dai-ichi Mutual Life Insurance, Japan's 
second-largest life insurance company, 
spent HK$375 million (US$48.1 million) to 
buy a 1% stake in the Hongkong and 
Shanghai Banking Corp. With assets of 

x 15 trillion (US$113.6 billion), Dai-ichi is 
said to want to tap the Hongkong Bank's 
expertise for the insurance giant's plans to 
seek new outlets for its funds on Asian stock 
exchanges. 


Thai International wins 
approval for new aircraft 


P The Thai cabinet on 18 April approved 
most of a Baht 38.9 billion (US$1.52 billion) 
aircraft purchase package for Thai Airways 
International. The package covers 13 
aircraft, three fewer less than Thai had 
wanted. Included are one long-range 
Boeing 747-400, five short-range Boeing 
737-400s, and three medium-range Airbus 
A300-600Rs. Thai will also buy four 
Franco-Italian ATR42 and ATR72e  * 
turboprops to replace six Shorts 330 and 360 
short-range feeder aircraft on domestic 
routes. The Shorts will be sold. The cabinet 
rejected Thai's request for three more 
A300-600s and its plan to sell three older 
A300B4s. Finance was not discussed in 
detail, but a government official said the 
assumption was that a package including 
some form of public flotation of Thai's 
shares would be part of it. 


Ansett New Zealand drops 
threat to stop flying 

> Ansett New Zealand, a subsidiary of 
Australian domestic airline operator Ansett, 
withdrew its threat to stop flying on 17 April 
after New Zealand Prime Minister David 
Lange said he would ask the Qantas- 
Brierley Investments consortium to delay 
settlement of its purchase of Air New 
Zealand for a week. The consortium 
refused the request and forced the NZ$660 
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million (US$403.7 million) sale through. But 
Lange said Qantas had undertaken to try to 
reach agreement with Ansett to extend by 
five years the arrangement under which 
Ansett flies Qantas inbound passengers. 


Taiwan banks caught out 

by central bank squeeze 

» Ten local Taiwan banks were unable to 
meet a central bank demand to raise their 
statutory reserves on 13 April, as part of a 
credit tightening announced on 31 March. 
The central bank supplied emergency loans 
to seven of the banks, but imposed stiff 
fines on the three large commercial banks to 
penalise them for excessive lending. The 
commercial banks were then forced to 
increase interest rates on demand deposits 
to 9.25%, three percentage points higher 
than one-year time deposits, to raise the 
needed capital. 


Business indicators 


Sri Lankan tea output to fall 
000 tonnes 
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Bank of China streamlines 
Hongkong family 

> China's foreign-exchange bank, the 
Bank of China (BoC), has moved to 
formalise control of six of its sister banks in 
Hongkong. Of the 13 sister banks, the six — 
Kincheng Banking Corp., Sin Hua Trust 
Savings and Commercial Bank, China and 
South Sea Bank, China State Bank, National 
Commercial Bank and Yien Yieh 
Commercial Bank — are the most 
vulnerable to a takeover. BoC's move partly 
reflects the desire to buttress its position in 
Hongkong in the face of China's bank 
reforms, which have allowed other banks to 
challenge its position as the premier 
foreign-exchange bank. The recent 
downgrading of its rating by the Japan 
Bond Research Institute (JBRI) to AA 4- from 
AAA has worried the bank. JBRI says the 
downgrading reflected Boc’s loss of 
dominance in its domestic foreign-exchange 
market. 
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Thai-Japanese venture to 
make colour TV tubes 


»> Thailand's Siam Cement announced a 
joint venture with Asahi Glass of Japan to 
produce colour television tubes. The 
venture, Siam Asahi Technoglass, will 
invest Baht 8 billion (US$313.7 million) in a 
new plant near the Laem Chabang port on 
the eastern seaboard. The company, 70% 
controlled by Asahi, will begin production 
in 1990, and export 6576 of production. 


Australia's trade deficit 
worsens in March 


> The disastrous Australian trade figures 
released on 18 April showing a deficit of 
A$1.62 billion (US$1.31 billion) for March — 
the worst-ever March figure — had an 
immediate effect on the local currency: the 
Australian dollar fell from 81.1 US cents to 
79.73 US cents during the day. While 
Treasurer Paul Keating admitted the figures 
implied the current-account deficit by the 
end of the fiscal year in June would be close 
to A$15.5 billion, compared with a forecast 
of A$9.5 billion, he said a slight slowing of 
imports meant no further monetary 
tightening was necessary. When 
seasonally adjusted, the figures showed 
imports had fallen 2%, while exports 

fell 995. 


Indian and Japanese ports 

hit by dockworkers' strikes 

> A strike by nearly 300,000 Indian 
dockworkers paralysed the country's 10 
largest ports in mid-April. The unions were 
demanding a 25% wage rise, but were 
offered only 15%. The army and navy were 
brought in to shift goods from the wharves. 
Meanwhile, an 11-day strike by about 
30,000 Japanese dockworkers ended when 
employers agreed to raise pension 
contributions to *240,000 (US$1,818), from 
1200,000, grant extra paid holidays and 
study a new pay structure for the industry. 
The strike had brought to a standstill the 
movement of some 70,000 containers at 
major ports. 


Hongkong hotel group buys 
another US hotel chain 


> Hongkong-based New World Hotels, a 
51% subsidiary of New World 
Development, successfully bid HK$4.2 
billion (US$538 million) for Ramada Inc., the 
US hotel management group. New World 
has formed a joint venture with Prime 
Motor Inns to buy Ramada which manages 
more than 825 hotels around the world. 
New World Hotels' equity stake is unlikely 
to exceed HK$400 million.  « 


BUSINESS AFFAIRS 


"-E vi - - - - -m B :r Fa 2 "ce s — Y 


P'RUICES AND TRENDS 


Last sale to 17 Apr. Latest Previous week — 3months ago Year ago Average of representative high-grade issues ææ 












7 ^ An ^m "| My ele f) à C f) 
LJ LI U. UU UU.UU DU. CU UC.UU 


TUIS. ee |: Ü 


2 /o V 





Australia China Hongkong India Indonesia Japan * Malaysia 





fri 1 !s¢8.4 — — ts 8 3150 — —— —IRrm-———— — — —Uüss&d4n TS Db — — ——Uss829b ———  — USS7.44b 
'rade Balance (total merchandise) 
HEUTE ——— 0.59b (Dec.-Feb.) —US$4.19b(Oct-Dec)  —US$0.33b (Dec.-Feb.) Halt Jm. cD (ve DU-NOV. | [US Sa 190 (9) (OEDL-NOV. ) EUS TS.44 4D (0) (NOV, -Ja RA. DY. 4604] (JUIY-6DI. 


nin ef D 4 30b bU. ^h ARN D $ 5 o). 


JOQU.UJg OW JODU JU JOD JOD UOpcU.Of Uu VODU 






feat earlie {| OE, R o a a N tow EUS —— —— —US$152b EUS 79 —— — — xUSS16 Mb — 4US$057b 
Fxnorts (7) 
Ld atest'S montis  — — 1 US 0910 — —  Usola/0Q0 — — U9910 9/0 — — — USQUE SU . .  Uoptiwiy) e Uspoguouig, END 






4 IUIS) 





imnaris (2) 
OE Si SS VIT TS SATa US$ 1.640 (9) US SAB. 590(6) US 42504) 
.9 a 


() 4 





^onsumer Pr 
Dd»! MIENNE ERR. /OU-JuNeE 01 — UU Ja ars BFN ee UR viel LL CAE t SER EE Bin TEE NN DERDEN N o 1—3 LU. a bP EUIS 


: t 5.2 (Oct -Dec 817 0 (Sent .-^ No 0 Oct.-.Dec 30.9 99. ————— — 
-ate it -Ue Sep OV. ~u JCL-.L JUuly-oept. 





IMUTICy oUuppty (3j 


EMUS D J. JUU U Je va. DOUJ.OCU DU 9 LO J UCU. J3 ry JUI. D. OU UCU. DVO. TOU TOGUL 


poesia dal Grote bid LLL a Sa TER TR ee: ; 1: ET t6 In — e aS aR SS: ST, LTS MTS RRS, To OT RC RR 74 fy SATS SEY + ARSE LOC 








(1) UlTiCial and Other estimates or GUF (GNF In Japan) (2) Consumer Price Index A. (3) Me or Currency plus Dank deposits (4) FeninSular Malaysia Only (2) IMF detinition or reserves minus gold except Tor singapore (6) UUSIOMS Di 





84 FAR EASTERN ECONOMIC REVIEW 27 APRIL 1989 


æ 17 Apr. US$1Worth Banknoterate* Official rate Spotratet — Previous weekt 3monthsagot Yearagot Five Year Currency 








1985 1986 1987 1988 





(end year) 
Monthly/Weekly Summary 
"e OS CCR Rie s saa ta me ER | 
: / B 44 180- Japan 
— M IUUD t tt 
— hemeitenaitien ieu inbox WE Ip Rex Bonon UE folie GSI law Ue * 
Vietnam US$ —- Dong 4,500.00 Cambodia US$ — Riel 150.00 160 

140- 


120- = Talwan ae m e e = = 
New Zealand sS Korea 
Australia | 





H Interest rates (%) 


Prime 1-yeartreasury Interbank Interbank Interbank Eurocurrency and Asian currency N D J F M A M 
17Apr. lending bills/bondst — 1montht 3monthst 6monthst . unit deposit ratest 


” eh ——— 1a a I3  — — 3. 3 4. "P NECS (weekly values) 1989 











Five Year Currency 


SET Singapore 


110- 
"e tees 





(-9*****ee5, 


Philippines 


Philippines Singapore 7 T South Korea Taiwan Thailand na y 
-m~a 
T —————————————————————————— 1985 1986 1987 1988 1989 
(end year) 
—dÉEI—À—————&ITÀ———— — 85 55-——————84———————$9————É 


Monthly/Weekly Summary 


120- MEME. «ame eee 
110- Singapore 


. 90- 
80- Thailand 
70- = [a a Pa 
60- Malaysia 


40- philippines 


30-099 ees eee 9000922006006 ecce 


20 Indonesia 

-O—T—T—1——L—41——L——T4—L1—34 
ND. do f -M-.A M 
1988 (end month) (weekly values) 1989 


Weighted for 1987 trade with the countries shown plus the US 
and Canada and 14 European countries 
Figures are for the week ended 14 April 


Source: UBS—Phillips & Drew 





27 APRIL 1989 FAR EASTERN ECONOMIC REVIEW 85 


BUST Nees: S 


BU BUE'A DURS 





S.TOCKMARKETS 


a a a SCoul’s frantic see-sa aan Bangkok bounces back u u u 


Taipei feels the squeeze u a w Institutions pile into Singapore a a a Bombay's 


bull runs out of puff in period ending 17 April a u a 
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Shares consolidated for a second week, 
while investors focused on the Recruit 
scandal's effects. Cable and electric wire 
firms fell, and machinery counters shot 
up on selective buying. Daihatsu hit a 
new high. Amada rose ¥210 (US$1.59) to 
x 1,540. NTT fell ¥60,000 to x 1,440,000. 
Turnover averaged 881m shares a day 
worth x1.2t. 





After initial qualms caused by Hopewell 
Holding’s big rights issue, prices rose 
sharply for two days, restoring volume 
and life to a dull market. On 17 Apr., the 
market scored its sharpest rise for a 
month. Turnover was 2.99b shares worth 
HK$6.61b (US$847.4m). Hopewell rose 
17.5 HK cents to HK$3.425, and Cheung 
Kong rose 60 HK cents to HK$10.70. 


Blue chips came in for attention as prices 
were driven higher in extremely heavy 
trading — volume averaging 156m shares 
a day, worth s$257.5m (US$131.9m). 
Institutions were buying throughout. SIA 
Foreign closed s$1.50 higher at $$18.10. In | 
properties, Singapore Land put on 705 
cents to $$11.50 after profit-takers cut back 
some earlier gains. 





Boosted by interest in takeover target 
Multi-Purpose and rumours of other 
corporate activity, shares ended higher 
despite some profit-taking. Volume shot 
up to average 55.1m shares a day, valued 
at M$105.1m (US$38.5m). Multi-Purpose 
climbed 12 M cents to M$1.50, while 
rumoured target Malayan United 
Industries put on 10 M cents to M$3.34. 





The market crept up, with little reaction to 
Treasurer Paul Keating's economic 
statement of 12 Apr. Turnover was a 
moderate 502.25m shares worth 
A$937.02m (US$759.9m). Attention 
focused on the collapse of unlisted 
Spedley Holdings, which hit five stocks 
including ANI, which fell 14 A cents to 
A$1.22. 


The market drifted in sluggish trading — 
volume was 48.74 m shares worth 
NZ$61.97m (US$37.9m). The sale of New 
Zealand Steel to Minmetals of China 
improved 20% NZ Steel stakeholder 
Fisher and Paykel by 7 NZ cents to NZ$1.75 
that day. Fletcher Challenge fell 4 NZ cents 
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to NZ$4.82. Brierley Investments rose 4 NZ 
cents to NZ$1 AY. | 


Composite Index, 938.58 
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A dull trading week was punctuated by a 
hostile purchase of 2230m (US$10.83m) of 
Atlas shares by the Ramos-led Convoy 
Consolidated. Turnover averaged 1.98b 
shares worth P110m. Rumours of a stock 
dividend by PLDT pushed it up from 
P272.50 to P295. San Miguel's 
stockholders meeting on 17 Apr. pushed 
up the price of both the A and B shares. 


The market endured its biggest one-day 
loss, its biggest one-day gain, and ended 
up right where it started. Labour strife 
and political tension continued to give 
investors the jitters. Daily volume 
dropped to 14.5m shares, worth an 
averaged Won 340.3b (US$515.6m). 
Beverage shares rose 5.6% and wood 
stocks advanced 5.4%. 


The market, already in a correcting mode, 
slumped further on 14 Apr. following 
announcement of a funding shortage  ® 
among banks due to central bank credit 
tightening. Prices later recovered for a 

mild gain. Average turnover was a record 
NT$78.91b (US$2.91b). Chia Hsin Flour 

rose NT$8.50 to NT$68. Nan Yang Dyeing 

& Finishing gained NT$9.50 to NT$91.50. 


The SET rose strongly after 10 quiet 

weeks. Volume leapt to 10.2m shares a 
day, with turnover at Baht 892.5m 
(Us$35m). Foreign buying was strong. 

The period began with a jump by | 
Bangkok Bank, but later interest switched 
to industrials, commerce and small 
manufacturers. Post Publishing rose Baht 
280 to Baht 1,010 on scrip issue rumours. 


Profit-taking by government-run 

financial institutions dampened the 
market's rally. More selling seems likely 

as institutions ready themselves to pay 

out dividends and buy into market leader 
Tisco's forthcoming rights issue. Tisco 
shed Rs 12.50 (81 US cents) to closeat Rs | 
1,300. ITC rose Rs 8 to Rs 79 on reports that 
it had settled its tax dispute. 


The market see-sawed as investors 
speculated about what a forthcoming 
slew of economic data will show. 
Eventually, optimism prevailed, and the 
Dow Jones Average made its strongest 
advance of the year, aided by futures- 
related buying. Volume was stronger at 
751.9m shares. The Morgan Stanley 
Capital International Index rose slightly. 
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NAME 
A BETTER PUMP 
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They come rolling off production lines in six different people. For skilled engineers and scientists. 
ountries. Circulators... in-line pumps for industry... For thousands of production personnel 
ubmersible pumps for water supply. who pride themselves on craftsmanship 

Tens of thousands ofthem every working day, stamp- — and hundreds more who provide 


'd with the name “Grundfos”. And that one little word training and after-sales service. 
says a lot. For at “Grundfos”... To engineers, 
Grundfos, we know plumbers and home owners 
a pump may have to alike, it's another name for 
perform day and quality. 
night, and often in a 
hostile environment. Founded in 1945 in Denmark, Grundfos today has produc- 
So we design ours to tion, sales and service facilities worldwide. The abc 
work hard, despite manufactures a wide range of pumps for heating systems, 


industrial applications, irrigation plants, and urban and 


constant wear and 
rural water supply. ` 


sea 
j rtant, > 
Pera as G e U cui DFOS. 


for dedicated You can't name a better pump 











Education & Courses 


ST. GEORGE’S SCHOOL 


(Founded 1927) 
CH-1815 Clarens-Montreux 


ris aged 
pons 


School year courses (07m 15 to 22 years) 


French and «Finishing», French and Art, French and English 
(intensive). Many optional courses - Winter sports. 


Summer holiday courses 
(from 12 to 18 years). French ~ English ~ Cooking - Sports 


“| MONT-FLEURI 
‘| International School 
. for Girls 

For information: 
'/. | Mr. and Mrs. F. Sidler-Andreae, SURVAL-Mont-Fleuri, Route de Glion 44, 
. . | CH-1820 Montreux 1, Phone 021/963 86 63, Telex 453162 surv ch, Fax 021/963 7013 


-ie LE MANOR - 
sm: Sf CH-2520 LA NEUVEVILLE TEL. 038/5136 36 
COMMERCIAL STUDIES Secretary Diplomas 


Computer LANGUAGE STUDIES, intensive French 
English - German ~ Spanish ~ italian - Summer 


—-— INSTITUTE ALPIN 
"E D. VIDEMANETTE 
ls. Rougemont by Gstaad (Switzerland) 
"S Institute for girls (tis 16 to 20 
Languages - commerce ~ cooking and sewing. Examinations of Alliance Francaise and Cami- 
bridge - GCSE language examinations and French «A» level. Winter Sports. Own tennis 


court and swimming pool. Beginning of the school year: October. Summer Camp for 
girts age 12 to 16 in july. Dir: Mrs. C. L. Yersin, Tel. 029/481 32, CH-1838 Rougemont. 


€ IGCSE and A Levels, Cambridge Board 

€ Preparation for the International 
Baccalaureat in French 

€ Modern Languages ~ French, English, 
Spanish, italian, German 

€ School of commerce (two years' course 
with emphasis on languages) 





BM 


Brillantmont 
Ay. Secrétan 16, CH-1005 Lausanne 
Tel. 02172247 41 (from May 12th,1989: 021/312 47 41) 


Telex: 450472 BMCH, Telefax: 021/208417 Boarding school for girls 13-19 


; 9 CH-1012 Lausanne/ 
institution La Rostaz (Lake of Geneva) 


"ha VAN (et AHR Tx 454661 
Chateau Mont-Choisi #3 eS 
i Fax 021/2888 64 
| INTERNATIONAL BOARDING SCHOOL FOR GIRLS. 6 Beautifully situated. Finest 


facilities for study and residence, tennis court, swimming-pool @ Comprehensive academic program in 


9 intensive French Courses (Alliance francaise) 

@ English ail levels (Cambridge and RSA) 

€ Diploma: commercial, secretary and executive secretary 

@ Maturité suisse @ Baccalauréat francais Boarding 

@ Computer science @ Word processor accommodation 

€ Summer Courses June-Sept. Ecole Lémania 
Inforrhations: Tel. 21/2015 01 3, ch. de Préville 

Fax 021/52 6700, Telex 450600 el ch CH-1001 Lausanne 


This space is reserved for 
Classified Advertisements 


Reservations should be addressed to: 


International Classified Manager 
Sfr Rester Economic Review, GPO Box 160, Hongkong 


Tel: 5-8328300 Telex: 62497 REVAD HX 





ASSIFIED ADVERTISEMENTS 





Property 


129 ROOM MOTEL 
LAS VEGAS, NEVADA 
3 ACRES OF LAND ON LAS VEGAS BLVD. 
$3,750,000.00 
BEST WESTERN, WESTWIND 
PRIMES SO. CALIFORNIA BEACH PROPERTY 
NON-SEASONAL. NON-RENT CONTROL 
JUST 20 MINUTES TO LAX 
LUXURY. OWNERS PENTHOUSE & 11 UNITS 
UN-OBSTRUCTABLE OCEAN & CITY VIEWS 
Security system, Pool, & Elevator 
$3,500,000.00 
Just 2 blocks North Is 
“58” OCEAN FRONT UNITS 
Pool, security, city & ocean views 
Corner lot, and breath taking 
$10,500,000.00 
VIDEOS AVAILABLE UPON REQUEST 
Real Estate Broker 
RoseMarie Cerda-Jones 
FAX# 213 540-2607 
or write 





800 So. Pacific Coast Hwy. #307 
Redondo Beach, CA 90277 U.S.A. 


WEALDEN HOUSE 
FREE RELOCATION SERVICE 
For shy eek in the U.K. We have a 
compre 


ensive. portfolio of properties 

throughout the UK Full property man- 
ment services also available. 

Birdbrook, Stonegate, Wadhurst, East 

Sussex, England. TNS7EU 

Tel: 0435 883517, Fax: 0892 515789, 

Telex: 9312102325 TWG 





Business Opportunity 


U.S.A. — HOTEL/CASINO 
For sale, 200-room hotel and 
casino. Best location down- 
town Reno, Nevada, on Truc- 
kee River. 2.3 acres. US$16.5- 
Million. Call DENIS PRE- 
SCOTT (Hawaii) 808-329-0885 
before 10 am; after 6 pm. 








CANADIAN FARM LAND 


Investor wanted to invest in Sas- 
katchewan Farm. Specializing in 
wheat, durum and lentil produc- 
tion. Excellent growth potential. 
For more information contact: 

Rae Lee Farms, Box 266, Kin- 
dersley, Sask. Canada, SOL 1S0. 








Personal 


For sale, by private party, 
framed, signed lithographs by ar- 
tists: Gorman, Dali, Chagall, 
Miro. References and authen- 
ticities provided. Contact JOHN 
OGDEN, 3893 East Long Place, 
Littleton, Colorado 80122, 
U.S.A. (303) 779-5048. 










E investment Opportunity L 











TORONTO —CANADA | 
10 acres of cultured pine forest with 3 | 
bed/2 bath, open concept, modern house, i 
25 mins. NE of Toronto. Triple car gar- 
age, paved driveway, security system, 11 _ 
foot satelite dish, pool with cabana, : 
beautiful landscaping, potential for 
| hobby horse farm, very unique property 
asking Can. $849,000.00 Contact: J. = 
Palubjak, RRI, Goodwood, Ontario, 


Canada, LOC 1A0, Tel. (416) 852-7020 
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priate advice before 
sending any money, in- 
curring any expense or 
entering into a binding 
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to an advertisement. The 
Far Eastern Economic 
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tion contained in any ad- | 
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ASIAN DISASTER PREPAREDNESS CENTER 
(ADPC) 
Asian Institute of Technology 
Programme Coordinator 


The ADPC is seeking a person for the post of Programme Coor- 
dinator. The person will be responsible to the Director for con- 
eptualising, planning and e ing the ADPC’s non-technical 
sisaster related programmes. He or she will be expected to work 
as a member of the ADPC's multi-disciplinary team and to in- 
veract effectively with the faculty of AIT and other agencies ac- 
tive in the disaster field. 

Responsibilities include: acting as Course Director of Disaster 
Management Courses and other non-technical courses organised 
by the ADPC; assisting countries in the Asian-Pacific region in 
the development of in-country non-technical programmes, 
training courses, workshops, seminars etc by advising on cur- 
ricula and resource persons; providing course materials and act- 
ing as a resource person; developing appropriate disaster man- 
agement teaching materials for use by the ADPC and other or- 
ganisations throughout the Asian-Pacific region; collating joint 
ADPC project proposals; and undertaking post-disaster needs 
assessment surveys, evaluations and studies. 


The successful applicant will have had extensive experience in 
the field of disaster management, preferable in the Asian-Pacific 
Region, and should be experienced in programme management 
and curriculum development. Fluency in English is essential. 


The initial appointment will be for two years commencing on 1 
Audist 1989. Salary and benefits will be commensurate with ex- 
perience and qualifications and in line with AIT's salary scale. 


Application — accompanied by CV, passport size photograph 
and references — should be submitted to The Director, ADPC, 
P.O. Box 2754, Bangkok 10501, Thailand by 15 May 1989. 








You Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 


Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 





Small Investment... Handsome Dividends 
Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 


now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


Post this coupon today! 


Circulation Manager, 
Heview Publishing Company Limited, 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
Economic Review. Or, please charge my credit card 
(tick one): 
American Express L] 
MasterCard [C] 


(Please print in block letters) 


Diners Club [ ] 
Visa (] 


Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 
PE EE EINE EL Pe A Te CELL ee Cee aE a NN 
Annual subscription rates: HK$2,730/US$380... 

Sent airmail anywhere in the world. R0427C BR4M 
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Novelist’s novel field trip 


Hwang Sok Yong, 46, could become the first 
South Korean novelist of note to penetrate 
North Korea and write about the sights and 
sounds of that little-known country — if he 
can escape jail and is allowed to publish the 
book in Seoul. 

The dissident writer, who was jailed 
many times for criticising the government 
of previous president Chun Doo Hwan, 
quietly slipped out of 
South Korea and turn- 
ed up at the dinner in 
Pyongyang given by 
North Korean Presi- 
dent Kim Il Sung for 
Rev. Moon Ik Hwan at 
the end of March. “I 
want to write about life 
and people in the 
North,” Hwang was 
quoted as saying. 

Hwang sprang to fame in the 1970s with 
his epic story of Chang Gil San, an 18th- 
century bandit who took from the rich and 
gave to the poor. Serialised by a newspaper 
for 10 years, it turned out to be the longest- 
running popular story in South Korea's 
history. Hwang became emotional when 
he visited the rice-rich Hwanghae province 
in the North, where his hero Chang came 
from. | 

Once he returns to Seoul, however, 
Hwang is liable for up to 15 years' jail if 
found guilty under the National Security 
Law for entering and leaving the "hostile" 
territory without official approval. He is very 

pular with student radicals and leftist in- 
tellectuals: his latest book, Beyond The Death, 
a narrative reconstruction of events in the 
1980 Kwangju uprising, is the bible of dissi- 
dents calling for punishment of army lead- 
ers responsible for that bloodbath. 


RICKY HUI 





Smart but reticent 


People often get into trouble in Singapore 
for being too outspoken but technocrat Lim 
Chee Onn, 44, was removed by Prime 
Minister Lee Kuan Yew in 1984 from the 
posts of minister without portfolio and sec- 
retary-general of the National Trades Union 
Congress for being too "reticent" and tem- 
peramentally unsuited to deal with the 
working classes. 

Currently managing director of Straits 
Steamship, one of the largest property com- 
panies ih the republic, Lim was back in the 
news qn 11 April when the company an- 
nouncgd plans to raise S$150 million 
(US$76.7 million) on the stockmarket. 

Thé company is engaged in many build- 
ing projects, including the first "intelligent" 
office in Sipgapore, worth about S$600 mil- 
lion. (An “intelligent” building has its 


PUBLIC EYE 





utilities and other facilities — such as sec- 
urity — run by a central computer.) 

Perhaps Lim's success in real estate may 
persuade the team of second generation 
leaders in the ruling People's Action Party to 
re-admit him to their ranks. After all, Lee did 
highlight Lim's capabilities in public during 
last year's election campaign. Lim has been 
the member of parliament for the Bukit 
Merah constituency since 1977. 


Playboy acquires seriousness 
Party time appears to have ended for Indian- 
born Vijay Mallya, 33. Now he is less in- 
terested in cultivating a playboy image than 
in snapping up multinational conglomer- 
ates such as the 25-company Jefferson and 
Nicholson group of Britain for £17 million 
(US$28.8 million). 

The owner of a 40-ft yacht, vintage cars 
and a Dornier executive aircraft for which he 
outbid rival tycoon M. R. Chhabria, Mallya 
is also amassing industrial licences — more 
than Rs 20 billion (US$1.3 billion) worth, at 
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last count — in the profitable petrochemicals 
industry. 


To reflect his wider horizons, Mallya has 
dropped the traditional name, United Bre- 
weries, for the liquor conglomerate he inher- 
ited in 1983 from his father. The new name, 
UB Group, is more suitable, it seems, for a 
fast-diversifying empire (1988 turnover: Rs 8 
billion) that now includes ventures in food 
processing, pharmaceuticals, telecommuni- 
cations, engineering and computers. 

To gain more freedom for financial man- 
oeuvre and legal access to offshore funds, 
Mallya recently became a non-resident In- 
dian by moving his legal residence to a pied a 
terre in Hertfordshire, England. 


Spaniard eyes Asia 

As the European Community's (EC) new 
commissioner for north-south relations, 
Spain’s Abel Juan Matutes, 48, faces a 
daunting and, in EC terms, rather thank- 
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less task. On his shoulders has fateh 
the uphill struggle to cement EC link§ with 
Asia. 

His main efforts over the next four ye 
will be to try and allay Asian and other co 
tries’ fears of the EC's 1992 blueprint for; 
creating a single market. Matutes — a mem- ; 
ber of Spain's centre-right Alianza Popular: 
party and one of the country's richest prop- 
erty investors — is not the average Euro- 
pean commissioner. He is the only member 
of the well-paid 17 member commission to . 
have taken a salary cut by accepting a job in ; 
Brussels. | 

He keeps a private aircraft for family trips 
to Spain and runs his numerous Ibiza-based 
businesses by phone from Brussels. i 

Matutes has taken a modest first step to! 
counter Asian concerns about Fortress, 
Europe. A series of special “1992 seminars” 
aimed at helping developing countries un- 
derstand the “technical aspects” of the EC’s 
single market is in the pipeline. Asian dip- 
lomats are not wholly convinced but are ; 
willing to give the plan a try. They admire, 
his ability to learn quickly and describe him: 
as being very accessible. 1 


More pay for less power 
Every Australian has his autograph in his. 
pocket, but few know his name. The signat 
ture of B. W. (Bernie) Fraser, 48, head of the : 
Treasury Department, appears on every | 
bank note. Buta plan that would result in his : 
signature transferring from one place on the 
note to another — as governor of the Re- 
serve Bank — is causing a slight stir. 
Opposition spokesmen are sugges š 
that the odds-on appointment of Fraser ¿o | 
replace Bob Johnston at the bank when he. 
retires is of “jobs for the boys." But 
Treasury Paul Keating does not 
care what people 
might be saying. His 
view is that Fraser — 
an economist who 
likes owning and 
training horses — is 
the man for the job. 
Ironically, if the 
former rugby league 
player and non-estab- 
lishment Fraser does 
get the job, he will end 
up in a much better paid but less powerful 
position. As head of Treasury, he has been 
Keating’s chief policy adviser and the most 
important man behind Australia’s eco- 
nomic policy. In his new pésition he will be 
only the servant of government. Keating 
made this painfully clear recently wheh he 
spelled out the responsibilities of the Re- 
serve Bank in policy matters: “They do what 
I say.” a 
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